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STATE  OF  NORTH  CAROLINA 
DEPARTMENT  OF  THE  TREASURER 

RALEIGH 

HARLAN  E.  BOYLES 

STATE  TREASURER 


The  Honorable  James  B.  Hunt,  Jr. 

Governor  of  North  Carolina 
Members  of  the  Advisory  Budget  Commission 
Members  of  the  General  Assembly 

Sir;  Ladies  and  Gentlemen: 

As  State  Treasurer,  I am  proud  that  North  Carolina  has  been  able  to  maintain  the  high  quality  of  its 
reputation  in  the  nation’s  financial  marketplace.  The  resulting  advantages  are  made  readily  apparent 
when  we  market  bonds  and  notes  for  the  State  and  units  of  local  government. 

The  history  of  public  finance  in  North  Carolina  is  in  reality  a commentary  on  the  efforts  of  our  General 
Assemblies  through  the  years  to  provide  essential  services  for  the  people,  such  as  schools,  roads  and  clean 
water;  but  it  also  attests  to  the  fact  that  we  have  managed  our  debt  well,  kept  a balanced  budget  and,  for 
more  than  a half  century,  have  based  our  governmental  operations  on  sound  business  principles. 

Our  taxpayers  have  every  right  to  insist  upon  a State  government  of  the  best  quality.  Stability  goes  to  the 
heart  of  character.  “In  North  Carolina,  we  have  made  a habit  of  good  government!” 


It  is  with  great  pleasure  that  I submit  to  you  this  Annual  Report. 


Sincerely, 


Harlan  E.  Boyles 
State  Treasurer 
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In 

Perspective 


In  our  previous  Annual  Report,  covering  the  fiscal 
year  1981-82,  we  took  the  liberty  of  addressing  a few 
philosophical  issues  which  we  felt  were  of  major  im- 
portance to  the  people  of  North  Carolina.  The  issues 
raised  were  from  the  perspective  of  the  State  Treasurer 
as  an  ex-officio  member  of  various  State  boards  and 
commissions.  The  objective  was  to  speak  prospectively 
and  with  a constructive  purpose. 

For  example,  we  talked  about  the  fact  that  our  peo- 
ple were  then  sharing  with  their  government,  in  taxes, 
as  much  of  their  personal  resources  as  they  could 
reasonably  share.  We  labeled  this:  “New  Conditions 
Require  New  Solutions.”  We  called  for  a modification 
of  the  State’s  budget  documents  to  reflect  more  clearly 
the  State’s  program  purposes  and  the  program  goals  of 
the  respective  departments  and  agencies  of  State 
government.  We  called  for  improvements  in  the 
State’s  cash  management  practices,  and  we  pointed 
out  several  areas  of  weakness.  We  recommended  the 
creation  of  a task  force  for  efficiency  and  accounta- 
bility, with  express  authority  to  inquire  into  the  pro- 
grammatic and  functional  operations  of  every  public 
agency  receiving  funds  appropriated  by  the  General 
Assembly.  We  talked  about  all  the  planning  and 
research  activities  going  on  in  State  government,  and 
we  suggested  better  coordination  and  the  elimination 
of  wasteful  efforts.  We  called  attention  to  the  trends  in 
the  State’s  employee  retirement  programs,  and  we 
wondered  how  long  we  would  be  able  to  continue  the 
benefit  improvement  practices  without  addressing 
their  future  costs.  We  pointed  out  that  the  unfunded 
liabilities  of  the  several  retirement  systems  ad- 
ministered by  the  State  exceeded  $1.5  billion,  and  that 
these  liabilities  were  increasing  at  an  annual  rate  of 
more  than  $100  million.  We  even  contemplated  the 
prospects  of  a head-on-collision  between  the  promised 
benefits  and  the  State’s  ability  and  willingness  to  pay. 

We  also  covered  the  subjects  of  highway  finance 
and  the  need  to  provide  adequate  equipment  for  in- 
structional purposes  at  the  community  colleges,  as  well 
as  the  importance  of  formulating  a policy  for  financ- 
ing capital  improvements  in  the  public  schools.  We 
concluded  with  the  suggestion  that  with  the  con- 
straints placed  upon  the  State’s  resources,  the  General 
Assembly  may  have  no  choice  except  to  re-order 
budgetary  priorities,  or  to  ask  for  additional  taxes 
from  the  people. 


In  the  months  that  followed,  the  1983  General 
Assembly  has  come  and  gone.  They  did  both  — they  re- 
ordered priorities  and  they  levied  new  and  additional 
taxes.  The  latter  will  be  remembered  as  the  more 
significant.  And  yet,  there  remains  much  to  be  done. 
The  counties  and  cities  are  looking  more  to  State 
government  for  much  of  the  aid  that  once  came  from 
Washington.  Arguably,  the  public  schools  have  taken 
a back  seat  for  the  last  several  years,  especially  in 
terms  of  monies  for  classroom  instruction,  teaching 
equipment  and  capital  facilities.  Job  training  and  new 
skills  development  is  an  on-going  challenge  — one  that 
if  addressed  now,  will  pay  handsome  dividends  in  the 
years  to  come.  The  State’s  investment  in  highways  and 
bridges  is  huge,  but  future  needs  simply  cannot  be 
overlooked. 

The  truth  is,  it  cannot  be  business  as  usual  in  State 
government.  Change  is  inevitable.  It  is  progress  that  is 
in  doubt.  Further  trade-offs  as  between  spending  and 
taxation  must  come,  however  difficult  they  may  be  to 
make. 


The  Public  Domain 

The  public’s  business  is  always  an  open  issue.  Those 
of  us  in  public  service  have  a fiduciary  responsibility  to 
assure  the  taxpaying  public  that  their  State  govern- 
ment is  both  accountable  and  responsive  — accoun- 
table for  the  resources  and  service  programs  entrusted 
to  our  care,  and  responsive  to  the  public  interests.  In 
truth,  government  exists  for  the  sole  purpose  of  serving 
the  people  generally.  It  is  seldom,  however,  that  we 
discuss  the  question  of  just  how  those  of  us  in  govern- 
ment are  to  serve  the  people.  Too  often,  the  approach 
we  seem  to  take  is  influenced  more  by  the 
“bureaucracy”  than  by  the  people  served.  The  end 
result  is  that  government  decides  what  the  perceived 
needs  of  the  people  might  be,  rather  than  responding 
to  the  people  who  may  ask  for  or  want  the  services  and 
who  pay  their  costs.  Even  beyond  the  proverbial  bot- 
tom line,  you  sometimes  wonder  if  the  people  were 
more  informed  about  what  they  were  paying  for  and 
how  much  it  actually  cost  them  in  terms  of  taxes, 
whether  they,  the  people,  would  willingly  authorize 
their  continuance.  Conjecture  is  that  there  would  be 
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some  wholesale  changes,  and  our  governmental 
priorities  would  indeed  be  re-ordered. 

What  is  needed  is  an  accurate  inventory  of:  (1)  the 
programs  provided  through  State  government,  with 
their  respective  costs  clearly  and  fully  disclosed;  (2)  a 
general  description  of  the  constituency  of  the  par- 
ticular program  or  service  (i.e.,  who  is  benefiting); 
and,  (3)  alternative  funding  sources  available  and  ap- 
propriate, if  any,  other  than  from  the  general  treasury 
of  the  State. 


Social  Security:  It’s  Now  Mandatory 

The  State’s  participation  in  the  Social  Security 
system  is  no  longer  voluntary.  The  1983  Social  Secu- 
rity reform  legislation  removed  the  withdrawal  or  ter- 
mination options  previously  available  to  State  and 
local  governments. 

With  this  change,  and  with  the  projected  increases 
in  the  Social  Security  tax  rates,  we  in  State  govern- 
ment now  have  no  alternative  except  to  consider  Social 
Security’s  effect  upon  future  employee  benefit  plans. 
For  example,  after  1990,  it  is  projected  by  some 
economists  that  because  of  the  long-term  financial 
problems  associated  with  Social  Security,  the 


employer-employee  tax  increases  will  continue  until 
reaching  a level  ranging  from  12%  to  20%  (for  a com- 
bined rate  of  from  24%  to  40%).  This  is  staggering! 

Presently,  there  is  no  firm  handle  on  the  State’s  total 
costs  for  employee  benefit  plans.  Some  are  paid  for 
directly  by  the  State,  others  are  administered  in  behalf 
of  the  employee  through  payroll  deductions  (but  with 
a definite  cost  to  the  State),  and  still  others  tend  to 
duplicate  coverage  and  benefits  — both  at  considerable 
cost  to  the  State  and  the  employee.  The  schedules 
below  reflect  the  magnitude  of  the  employer-employee 
costs  (State  and  local)  for  retirement  and  Social  Secu- 
rity payments.  Additionally,  the  annual  employer  cost 
of  health  care  benefits  (for  State  only)  are  currently 
estimated  at  $55,900,000  for  schools,  $4,300,000  for 
community  colleges,  $16,000,000  for  State  univer- 
sities, and  $30,300,000  for  other  State  agencies,  for  an 
estimated  total  of  $106,500,000. 

What  is  needed  is  an  accurate  inventory  of:  (1)  the 
employee  benefit  plans  provided  by  the  State  either 
directly  or  indirectly,  along  with  their  associated  costs 
and  who  is  paying  for  them;  (2)  current  benefit  levels; 
(3)  alternative  funding  arrangements;  and,  (4)  alter- 
native benefit  plan  arrangements,  such  as  deferred 
compensation  and  flexible  benefit  plans. 

Now  is  the  time  for  a clearly  stated  public  policy. 


STATE  AND  LOCAL  RETIREMENT  CONTRIBUTIONS 

Fiscal  Year  1982-83 


Governmental  Entity 


Employee 

Contributions 


Employer 

Contributions 


Total 


Schools 

Community  Colleges 
Universities 
Other  State  Agencies 
Local  Governmental 

Total 


$ 89,816,231.62 

8,217,794.19 
23,225,755.14 
58,135,722.10 
57,465,085.85 

$236,860,588.90 


$148,645,863.33 

13,600,449.39 

38,440,302.64 

85,656,345.36 

55,940,601.10 

$342,283,561.82 


$238,462,094.95 

21,818,243.58 

61,666,057.78 

143,792,067.46 

113,405,686.95 

$579,144,150.72 


STATE  AND  LOCAL  SOCIAL  SECURITY  PAYMENTS 

Fiscal  Year  1982-83 


Governmental  Entity 


Employee 

Contributions 


Employer 

Contributions 


Total 


Schools 

Community  Colleges 
Universities 
Other  State  Agencies 
Local  Governmental 

Total 


$103,318,031.93 

10,755,362.29 

24,717,646.92 

70,365,169.19 

79,019,505.94 

$288,175,716.27 


$103,318,031.92 

10,755,362.28 

24,717,646.91 

70,365,169.19 

79,019,505.93 

$288,175,716.23 


$206,636,063.85 

21,510,724.57 

49,435,293.83 

140,730,338.38 

158,039,011.87 

$576,351,432.50 
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Deferred  Salary: 

Flexible  Pay  for  Public  Employees 

With  the  cost  of  fringe  benefits  rising  in  almost 
astronomical  proportions,  and  with  the  lifestyles  and 
desires  of  public  employees  being  at  considerable 
variance,  it  is  now  suggested  that  the  “traditional”  fr- 
inge benefit  plans  — which  in  the  past  have  been 
routinely  provided  --  may  not  be  necessary,  or  even 
valuable,  to  many  employees.  Currently,  the  question 
is  how  does  the  employee  get  the  most  value  for  the 
dollars  spent? 

To  some  employees,  a deferred  salary  plan  is  the 
best  thing  since  paid  vacations.  As  a consequence,  flex- 
ible benefit  plans  have  been  developed  to  meet  the 
needs  of  diverse  employee  groups.  Simply  stated,  flexi- 
ble benefits  describe  a benefit  program  where 
employees  can  choose  among  benefit  coverages  and 
select  the  benefits  that  best  meet  their  individual 
needs.  The  new  Internal  Revenue  Code  provisions 
now  permit  benefit  plans  to  serve  as  a trade-off  be- 
tween cash  and  benefits. 

Federal  and  state  income  taxes  are  important  fac- 
tors in  most  employee  decisions.  The  employee  chooses 
between  cash  and  nontaxable  benefits.  The  key  is  the 
dollar-for-dollar  trade-off:  a voluntary  reduction  in 
salary  by  the  employee  for  a pre-determined  flexible 
benefit  plan  funded  by  employer  contributions  in 
behalf  of  the  employee.  The  income  tax  savings  to  the 
employee  can  be  substantial. 

Flexible  benefit  plans  have  widespread  appeal. 
They  provide  a way  to  meet  the  diverse  needs  of 
today’s  workforce  and  they  also  provide  a way  to  con- 
tain the  cost  of  the  fringe  benefits  offered  by  the 
employer. 

Definitely,  this  is  a new  and  viable  solution  and  one 
that  is  worthy  of  evaluation. 


Public  Education: 

There  Is  Much  Confusion 

The  General  Assembly  has  ultimate  responsibility 
for  the  direction  and  quality  of  public  education  in 
North  Carolina.  However,  the  State  Board  of  Educa- 
tion, along  with  the  Superintendent  of  Public  Instruc- 
tion, has  a vital  role  — and  that  role  is  to  see  that  the 
total  program  for  public  education  is  meaningful  and 
well  balanced,  given  the  financial  resources  which  are 
made  available.  Over  the  years,  a reasonably  good  job 
has  been  done  and  considering  the  people’s  ability  to 
pay,  the  resources  have  been  adequate.  Some  of  the 
problems  which  we  face  today  are  susceptible  of  cor- 
rection. We  have  said  many  times  that  too  large  a por- 
tion of  available  resources  is  being  expended  for  non- 
classroom purposes.  And,  we  are  also  convinced  that 


the  school  day  can  be  better  and  more  efficiently 
organized  — with  fewer  student  disruptions  and  with  a 
concerted  effort  to  keep  the  students  in  the 
mainstream  of  the  established  curriculum.  Our 
response  to  the  needs  of  public  education  has  been 
piecemeal.  We  do  today  that  which  must  be  done  and 
we  hope  it’s  enough,  at  least  until  something  better 
comes  along. 

Education  itself  is  an  experimental  process.  There 
are  no  precise  solutions,  but  there  are  a few  premises 
or  prerequisites  which  we  all  accept.  Quality  educa- 
tion depends  upon  well  trained  teaching  personnel, 
upon  adequate  and  modern  equipment  and  upon 
reasonably  adequate  facilities. 

The  price  of  public  education  is  going  up.  The  value 
received  from  the  dollars  expended  will  depend  upon 
the  efforts  exerted  in  giving  to  the  cause  of  education 
the  meaningful  direction  it  deserves  and  must  have  to 
be  successful.  Wishing  won’t  make  it  so. 

What  North  Carolina  needs  today  is  some  long- 
range  planning  designed  to  achieve  these  objectives. 
We  need  to  get  away  from  patchwork  strategies,  and 
we  need  to  make  sure  that  what  we  are  doing  con- 
tributes to  meeting  our  stated  objectives.  Take  for  ex- 
ample, the  experimental  program  dealing  with  the  ex- 
tended day  and  year.  Unfortunately,  almost  no  con- 
sideration was  given  to  the  question  of  whether  the 
present  facilities  were  adequate,  given  the  weather 
conditions  and  the  fact  that  few  of  our  schools  are 
equipped  for  summertime  usage.  And  where  is  the 
money  to  come  from,  should  the  concept  be  im- 
plemented on  a statewide  basis?  The  decision  to  go  for- 
ward may  have  been  made  in  haste  and  the  conse- 
quences may  cause  some  major  problems  for  public 
education  in  the  years  to  come. 

Currently,  much  attention  is  being  paid  to  the  pro- 
blems of  public  education,  both  in  the  nation  at  large 
and  in  North  Carolina.  The  recent  National  Commis- 
sion report,  which  cited  a “rising  tide  of  mediocrity,” 
took  a shocking  and  emotional  approach,  but  it  did  get 
the  attention  of  the  public.  It  also  got  the  attention  of 
the  educational  “establishment,”  and  its  publication 
has  brought  forth  a spate  of  further  reports,  of  all 
shades  of  opinion.  What  we  now  have,  one  of  these 
reports  said,  is  not  a “rising  tide  of  mediocrity,”  but 
rather  a “rising  tide  of  reports.”  It  is  impossible  not  to 
feel  sympathetic  with  this  point  of  view. 

Toleration  of  Low  Standards 

A recent  report  by  a major  educational  agency  in 
North  Carolina  stated  that  anyone  who  has  completed 
no  more  than  eighth  grade  in  the  public  schools  is,  by 
definition,  a “functional  illiterate.”  If  this  statement  is 
true  — even  in  a substantial  minority  of  cases  — it  is  a 
damning  indictment.  Completion  of  the  eighth  grade 
now  means  completion  of  nine  years  of  schooling, 
beginning  with  kindergarten.  Cannot  enough 
knowledge  be  imparted  in  nine  years  to  provide  basic 


7 


proficiency  in  reading,  writing  and  arithmetic  suffi- 
cient to  enable  the  individual  to  function  at  a 
reasonable  level  in  society,  despite  the  fact  that  he  cer- 
tainly has  need  for  yet  more  knowledge?  In  the  past, 
many  people  built  outstanding  careers  with  less.  If 
they  cannot  today,  the  quality  of  instruction  must 
have  deteriorated  badly. 

Certainly  there  must  be  deficiencies,  or  there  would 
not  be  those  constant  reports  from  colleges  and  univer- 
sities that  “remedial”  courses  are  necessary  for  enter- 
ing freshmen,  before  these  students  can  attempt  to 
master  the  college  curriculum.  And  what  are  the  likely 
causes  of  these  deficiencies?  To  suggest  just  a few: 
failure  to  teach  the  “basics;”  emphasis  on  subject  mat- 
ter which  is  trivial;  social  promotion  which  allows  a 
pupil  to  pass  upward  without  demonstrating  mastery 
of  the  subjects  he  or  she  has  studied;  and,  finally,  the 
granting  of  a high  school  diploma,  automatically,  to 
all  who  have  sat  in  the  classroom  for  13  years. 

Teaching  “remedial  reading”  or  “remedial 
arithmetic”  at  the  college  level  is  not  a sensible  way  to 
spend  educational  money  --  not  to  mention  scholarly 
talent. 

Administrative  Shortcomings 

So  far,  most  of  the  criticism  which  has  surfaced  has 
been  laid  at  the  door  of  the  teacher,  but  is  this  fair? 
Many  teachers  are  both  capable  and  efficient,  but 
most  are  also  victims  of  the  “system.”  The  curriculum 
which  they  teach,  however,  has  become  “set  in  con- 
crete.” It  was  formed  by  a cumulative  effort,  and 
much  emphasis  was  placed  on  putting  in  it  “something 
for  everyone.”  Consequently,  frills  have  been  in- 
cluded. Extracurricular  activities  are  allowed  to  usurp 
class  time.  Many  of  the  things  which  have  been  in- 
cluded, by  administrative  fiat,  are  harmless  in 
themselves.  The  trouble  comes  when  these  things 
displace  the  basics.  And  then,  when  the  pupil  does  not 
master  the  basic  subjects,  the  teacher  is  blamed.  Is  this 
fair?  I submit  that  it  is  not. 

About  Quality  of  Personnel 

Much  has  been  said  about  the  overall  abilities  of 
teachers  as  a class.  The  charge  has  been  made  that 
their  educational  background  has  emphasized 
methodology  at  the  expense  of  solid  knowledge  of  the 
specific  subjects  which  they  teach.  To  a certain  extent, 
this  is  valid  criticism,  and  it  points  to  needed  changes 
in  curriculum  at  teacher-training  institutions.  These 
same  criticisms,  however,  are  at  least  equally  valid  as 
they  apply  to  administrators.  The  administrative  func- 
tion has  tended  to  become  ingrown.  Bureaucracy  has 
become  institutionalized.  Emphasis  on  methodology 
has  tended  to  usurp  attention  to  content.  Advanced 
degrees  in  education  do  not  seem  to  stimulate  the  ap- 
plication of  either  common  sense  or  genuinely  in- 
novative approaches  on  the  part  of  their  holders.  In- 
stead, it  is  generally  “more  of  the  same.”  Can  we  not 


do  something  to  break  out  of  this  mold?  Can  we  not 
lay  less  emphasis  on  institutionalized  approaches,  and 
more  on  imparting  solid  information  to  our  students 
who  need  it  and  want  it? 

The  teaching  profession  today  has  been  termed  a 
default  profession  — the  profession  to  which  the  least 
able  college  graduates  gravitate  for  lack  of  anything 
better  to  do.  Many  of  those  who  have  superior  abilities 
soon  succumb  to  the  temptation  to  enter  more 
lucrative  pursuits.  And  why  not?  No  longer  can  we  ex- 
pect qualified  teachers  to  accept  less  renumeration 
than  they  can  get  elsewhere.  But,  with  commensurate 
pay,  we  should  insist  upon  professional  performance 
in  the  classroom.  Good  pay  — good  teachers.  Good 
teachers  — good  students.  Good  students  — good  tax- 
payers. 

Quality,  Rather  Than  Quantity 

Perhaps  the  most  distressing  thing  of  all,  at  least  to 
me,  is  the  emphasis  which  the  educational  “establish- 
ment” places  on  quantity,  rather  than  quality.  The 
word  “more”  is  all  too  often  the  key  word.  More 
money,  more  courses,  more  teachers,  more  new 
schools,  more  equipment  — the  list  is  seemingly 
endless.  Never,  it  seems,  is  attention  paid  to  the 
possibility  of  using  what  we  have  more  effectively. 
Often  we  do  not  seem  willing  to  cut  out  that  which  is 
demonstrably  ineffective,  either.  Both  of  these 
courses,  I submit,  must  be  taken  if  we  are  to  secure 
better  educational  results.  It  is  easy  to  ask,  always,  for 
“more,”  but  it  isn’t  reasonable  to  expect  that  “more” 
will  be  forthcoming.  In  North  Carolina,  in  excess  of  75 
percent  of  our  General  Fund  revenue  is  being  spent  on 
education,  at  all  levels.  At  the  same  time,  our  average 
citizen  is  paying  out  more  than  40  percent  of  his  in- 
come in  taxes.  Our  response  to  the  oil  crises  of  recent 
years  was  not  to  say,  “we  must  spend  increasingly 
more  money  for  gasoline,”  but  rather  “we  must  make 
more  energy-efficient  vehicles.”  There  are  those  who 
will  say  that  my  analogy  is  too  simple,  but  I insist  that 
we  must  do  something  very  similar  if  we  are  to  im- 
prove the  level,  and  the  effectiveness,  of  the  education 
which  we  offer  our  youth. 

A society,  after  all,  gets  the  kind  of  schools  it  wants 
— and  is  willing  to  pay  for.  It  is  the  public,  not  the 
schools,  which  makes  the  choices. 


Public  Properties: 

Their  Priority /Optimization 

Nationally,  the  question  is  being  asked:  How  fast  is 
America  crumbling?  And  just  how  weak  is  America’s 
foundation?  No  one  knows  the  answers  for  sure,  of 
course,  nor  do  we  know  the  basic  cause  of  the  pro- 
blems. And  so  we  ask:  Who  is  responsible  for  the  pre- 
sent state  of  affairs,  and  who  is  to  cure  the  problem? 
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Questions  of  this  sort  have  arisen  from  the  debate  in 
Congress  over  a bill  which  would  require  the  Federal 
government  to  compile  an  annual  list  of  the  nation’s 
major  public  works,  assessing  their  condition  and 
estimating  what  repair  costs  would  total  over  a five- 
year  period.  An  impossible  task?  Close  to  it,  many  peo- 
ple say,  for  there  is  presently  no  accepted  definition  of 
“needs.”  Such  a definition  depends  upon  who  is  doing 
the  talking  and,  to  an  even  greater  extent,  upon  who  is 
to  do  the  paying. 

Needs  undoubtedly  exist  in  the  public  properties 
area,  but  whether  they  are  real  or  perceived  can  be  a 
matter  for  debate.  It  is  undoubted  that  major 
deterioration  has  been  permitted  to  occur  over  the 
period  of  the  last  decade.  Maintenance  of  public  prop- 
erties has  been  placed  far  down  on  the  priority  lists  of 
the  states  and  their  local  governments.  If  attention  to 
these  basic  facilities  continues  to  be  delayed,  it  is  cer- 
tain that  problems  will  multiply.  As  the  saying  goes, 
either  we  can  pay  now  at  a cheaper  rate,  or  we  can 
pay  the  costs  later  --  at  a much  higher  figure. 


What  about  North  Carolina? 

It  is  suggested  that  our  State  is  no  exception  to  the 
general  rule.  The  only  differences  lie  in  the  degree  of 
severity  of  certain  problems,  and  in  the  types  and 
categories  of  the  facilities  involved.  During  various 
periods  in  recent  history,  we  have  placed  emphasis 
upon  certain  kinds  of  facilities  and  have  attempted  to 
keep  them  up  to  standard.  If  we  were  to  study  care- 
fully the  history  of  the  bonded  indebtedness  of  the 
State,  and  of  its  city  and  county  governments,  as 
reflected  in  this  report,  we  would  find  it  difficult  to 
convince  most  people  that  North  Carolina  has  not  kept 
abreast  of  the  needs  of  its  citizens.  No  one  can  say  that 
we  have  not  spent  money.  Much  of  it  — some  $10.6 
billion  — is  still  owed.  Times  change  and  needs  vary, 
for  states  as  well  as  for  people.  Many  assets  and  prop- 
erties which  are  acquired  are  wasting  assets.  As  a con- 
sequence, they  must  be  replaced  or  replenished,  as 
they  wear  out  or  as  they  are  used  up. 

What  we  need  to  know  is:  Are  additional  taxes 
necessary,  or  are  there  other  alternatives?  Let  us,  then, 
examine  a few  approaches. 


DEBT  INCURRED  IN  NORTH  CAROLINA  FOR  PUBLIC  PROPERTIES 
GENERAL  OBLIGATION  AND  REVENUE  BONDS 

1949-1983 


Public 

Schools 

Community 
Colleges  and 
Universities 

Public 

Utilities 

Industrial 
Revenue  and 
Pollution 

Power 

Agencies 

Hospitals 

Public 
Buildings 
and  Other 

Roads, 
Streets  and 
Bridges 

Total 

State  of  North  Carolina 

Debt  incurred  since  7-1-49  $475,000,000 

$ 44,750,000 

$ 333,500,000 

$ 

$ 

$ 500,000 

$181,661,000 

$911,800,000 

$1,947,211,000 

Outstanding  at  6-30-83  266,305,092 

37,424,979 

295,769,929 

-0- 

31,400,000 

306,500,000 

937,400,000 

Unissued  Bonds  at  6-30-83  -0- 

-0- 

46,000,000 

-0- 

-0- 

-0- 

46,000,000 

State  Agencies/Institutions 


Debt  incurred  since  7-1-49 
Outstanding  at  6-30-83 

UNAVAILABLE 

143,474,986 

290,730,000 

266,687,452 

488,832,635 

350,385,937 

UNAVAILABLE 

760,548,375 

County  Governments 

Debt  incurred  since  7-1-49 

900,301,813 

66,130,000 

152,800,000 

1,311,967,786 

303,744,000 

179,089,300 

-0- 

2,914,032,899 

Outstanding  at  6-30-83 

407,698,508 

44,916,614 

111,018,750 

1,207,470,363 

212,622,001 

147,395,120 

-0- 

2,131,121,356 

Unissued  Bonds  at  6-30-83 

34,485,000 

3,250,000 

72,813,000 

UNAVAILABLE 

9,900,000 

3,805,000 

-0- 

124,253,000 

City  Governments 

Debt  incurred  since  7-1-49 

-0- 

-0- 

1,069,544,280 

2,675,000,000 

11,390,000 

350,931,400 

171,731,800 

4,278,597,480 

Outstanding  at  6-30-83 

-0- 

-0- 

630,219,468 

2,675,000,000 

3,240,000 

193,935,413 

76,045,404 

3,578,440,285 

Unissued  Bonds  at  6-30-83 

-0- 

-0- 

113,746,900 

2,515,000,000 

-0- 

15,455,000 

3,666,000 

2,647,867,900 

Public  Authorities/Districts 
Debt  incurred  since  7-1-49 

-0- 

-0- 

46,605,000 

46,370,000 

108,576,000 

-0- 

201,551,000 

Outstanding  at  6-30-83 

-0- 

-0- 

32,876,000 

42,985,000 

95,924,000 

-0- 

171,785,000 

Unissued  Bonds  at  6-30-83 

-0- 

-0- 

22,450,000 

5,900,000 

20,000,000 

-0- 

48,350,000 
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Let  Washington  Do  It 

Realistically,  we  must  admit  that  Congress  can  do 
no  more  than  available  resources  (or  credit)  will  per- 
mit. So,  to  suggest  that  the  resources  come  from  Con- 
gress is  not  a good  solution.  That  is  the  same  thing  as 
saying:  Let’s  send  more  money  to  Washington  (in  the 
form  of  taxes),  so  that  Congress  can  spill  half  of  it  and 
then  send  the  other  half  to  whomever  they  wish.  The 
solution  must  be  more  rational.  Investment  in  public 
works  must  not  be  allowed  to  continue  on  the  present 
piecemeal,  project-by-project  basis.  Such  an  approach 
is  inherently  inefficient,  and  is  also  subject  to  the  in- 
roads of  “pork  barrel”  politics. 

Let  those  who  spend  and  determine  “need”  enjoy 
the  privilege  of  raising  the  necessary  money. 

An  old  maxim  states  that  the  best  government  is  that 
which  is  closest  to  the  people.  What  this  really  says  is 
that  responsible  government  is  directly  related  to  ac- 
countability. In  other  words,  if  the  governing  board  or 
governmental  unit  spending  the  money  was  also 
responsible  for  raising  it,  the  purposes  and  programs 
being  supported  would  be  fully  justified.  The  present 
practice  of  sharing  revenues  on  an  inter- governmental 
basis,  however,  has  badly  skewed  this  principle. 
Revenue  sharing  and  grants-in-aid  have  been  a god- 
send in  many  instances.  They  have,  however,  also  con- 
tributed to  the  fiscal  plight  which  we  face  now  at  all 
levels  of  government.  Though  initiated  for  a worthy 
purpose,  such  a program  of  sharing  is  almost  impossi- 
ble to  terminate  when  it  comes  to  the  point  of  causing 
more  problems  than  it  solves. 

Specifically,  what  is  needed?  Admittedly,  there  is  a 
role  for  the  Federal  government,  but  it  should  be 
minimal.  For  example,  it  could  be  applied  to  insure 
that  quality  standards  are  met,  and  for  the  purpose  of 
providing  financial  equalization  in  economically 
deprived  areas.  Interstate  highways  and  airports  are  of 
national  significance,  and  thus  can  claim  Federal  fun- 
ding on  a reasonable  basis.  Many  other  programs, 
however,  currently  are  eligible  for  Federal  en- 
titlements, and  are  receiving  Federal  funds  when  they 
are,  in  fact,  local  in  nature.  Arguably,  these  should  be 
financed  on  an  at-the-source  basis. 

In  North  Carolina,  State  government  has  primary 
responsibility  for  most  major  programs.  Thus,  the  role 
of  the  State  can  be  said  to  differ  from  that  of  the 
Federal  government.  However,  there  is  need  for  cau- 
tion. Home  rule  is  most  important.  We  should  let  the 
people  who  are  closest  to  the  scene  of  need  have  the 
major  say-so.  The  principal  exceptions  are  the  roads 
and  highways;  colleges  and  universities;  and  the 
prisons  and  mental  hospitals.  In  other  areas,  and  I 
speak  primarily  of  the  public  schools  and  the  com- 
munity colleges,  a concerted  effort  should  be  made  to 
coordinate  their  financing  with  the  units  of  local 
government  having  responsibility  for  the  community 
which  is  served. 


Roads,  Highways  and  Bridges 

Adequate  and  well-maintained  roads  and  bridges 
are  generally  considered  to  be  good  investments.  They 
help  the  populace  maintain  self-sufficiency,  and  they 
produce  tax  dollars.  Too  often,  however,  increased 
revenues  are  sought  through  flat  increases  in  taxes  — 
particularly  those  which  are  applied  to  motor  fuel  and 
automobile  and  truck  licenses.  As  a consequence,  ma- 
jor inequities  have  developed  in  the  State’s  current 
system  of  financing  highways.  Though  we  may  argue 
that  these  inequities  should  have  been  addressed  in 
1981  when  the  General  Assembly  increased  the 
gasoline  tax  from  9- l/4c  to  12-1/40  per  gallon,  the 
need  for  additional  revenues  for  highways  and  bridges 
is  said  to  remain  with  us.  There  is,  however,  still  time 
to  institute  innovation  in  the  State’s  system  of  taxation. 
A cost/responsibility  analysis  needs  to  be  made,  to 
determine  who  is  using  North  Carolina’s  roads  and 
who  is  damaging  them.  Who  is  getting  the  financial 
breaks,  and  are  such  subsidies  justified  and  in  the 
public  interest?  Throughout  the  existing  statutes,  tax 
exemptions  are  rampant  and  these  exemptions  need  to 
be  re-evaluated.  Should  we  continue  the  exemptions? 
Or,  should  we  choose  the  easier  alternative,  and  ask 
the  taxpayer  to  pay  more  taxes? 

It  is  sometimes  argued  that  inequities  exist  in  the 
State  statutes  which  provide  for  sharing  the  proceeds 
from  a 1-3/80  per  gallon  tax  with  cities  and  towns,  for 
use  on  urban  streets.  Counties  do  not  share  in  these 
proceeds,  yet  all  urban  areas  do  not  lie  within  the  cor- 
porate limits  of  cities  and  towns.  The  inequity  relates 
to  the  residents  in  the  unincorporated  areas.  The  State 
does  not  maintain  their  streets  and  neither  does  the 
county.  As  the  State  becomes  more  urbanized,  the 
greater  the  need  for  an  equitable  resolution. 

Water  and  Waste  Treatment  Facilities 

North  Carolina  is  in  fairly  good  shape  as  far  as 
water  and  sewer  facilities  are  concerned.  Certain  ex- 
ceptions exist,  of  course,  and  the  associated  costs  are 
sometimes  staggering,  yet  most  of  the  State’s  urban 
areas  have  a basic  system  in  place,  and  thus  do  not 
have  to  start  from  scratch.  This  suggests,  then,  that 
needed  improvements  can  and  should  come  from  user 
fees  rather  than  from  tax  supplements  or  State  grants 
derived  from  taxes.  Water  and  sewer  operations  are 
proprietary  in  nature  (i.e.,  susceptible  to  being  self- 
supporting),  and  fees  charged  should  include  reserves 
for  replacements  and  extensions,  following  the  same 
plan  which  for-profit  organizations  use.  It  is  in- 
teresting to  note  that  the  water  and  sewer  charges  of 
the  regulated  investor-owned  utilities  serving  private 
developments  outside  municipal  areas  are  oftentimes 
double  the  rates  charged  by  municipally-owned 
utilities. 

Public  School  Facilities 

The  1983  General  Assembly  paved  the  way  for  a 
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real  honest-to- goodness  approach  to  solving  facility 
needs  of  the  public  schools  by  authorizing  a l/2<t  local 
option  sales  tax,  and  earmarking  a portion  of  the  pro- 
ceeds for  capital  outlay  for  the  public  schools.  The 
pay-as-you-go  concept  is  fiscally  responsible,  and  is  far 
superior  to  the  old  borrow-and-pay  tradition.  The 
unknown  quantity  is  how  many  counties  will  choose  to 
levy  the  tax  as  authorized.  It  is  easy  to  say  how  effec- 
tive and  timely  this  solution  is,  but  the  question  re- 
mains as  to  why  we  have  a problem  in  the  first  place. 
The  major  reason,  probably,  is  the  fact  that  the  coun- 
ties have  found  it  necessary  over  the  years  to  supple- 
ment State  funding  in  meeting  the  current  operating 
expenses  of  the  public  schools.  The  necessity  of  using 
the  counties’  resources  for  current  expenses  has  thus 
foreclosed  the  option  of  using  these  same  funds  for 
capital  outlay.  In  the  field  of  public  education,  it  is 
often  said  that  it  is  time  to  get  back  to  the  basics.  That 
is  definitely  the  case  here:  if  the  State  were  to  relieve 
the  counties  from  the  burden  of  supplementing  current 
expense  funding,  then  the  counties’  resources  would  be 
freed  for  capital  outlay.  Besides,  it  may  be  wishful 
thinking  to  believe  that  the  l/2<t  local  option  sales  tax 
will  do  the  job.  A better  solution  might  be  to  make  the 
l/2<t  sales  tax  a statewide  levy,  and  add  another  l/2c  to 
allow  the  State  to  pick  up  a higher  proportion  of  cur- 
rent expenses  for  public  education  --  which  is 
something  the  State  should  do  in  the  first  place. 

State/Local  Partnership 

What  are  the  real  needs  of  the  people  of  North 
Carolina  in  terms  of  public  works?  Do  we  have  a 
system  for  the  prioritization  of  needs,  as  they  may  be 
identified  and  agreed  upon?  How  can  we  optimize  the 
use  of  the  State’s  financial  resources?  What  should  be 
the  role  of  the  State,  and  the  role  of  the  units  of  local 
government?  Can  these  roles  be  defined  and  concep- 
tualized? 

In  actuality,  regardless  of  how  we  try  to  explain  the 
matter,  we  have  no  organized  plan  or  strategy  in 
North  Carolina  for  the  provision  of  public  structures. 
Budget  crunches  are  often  cited  as  the  reason  for 
neglecting  maintenance.  The  truth  is,  however,  that 
all  too  often  maintenance  has  given  way  to  other  pro- 
blems which  were,  at  the  time,  deemed  to  be  more 
pressing.  This  is  to  say  that  there  were  no  plans  or 
strategies  in  place  to  preserve  the  public’s  assets.  We 
tend  to  grease  the  wheel  that  squeaks  the  loudest  — and 
this  practice  is  closely  akin  to  crisis-type  management. 
Neglect  is  far  more  costly  than  a continuing 
maintenance  program.  Because  we  tend  to  administer 
governmental  budgets  on  the  basis  of  when  cash  is 
available,  or  when  cash  is  lacking,  we  do  very  little 
toward  conserving  today’s  cash  and  saving  for  a rainy 
day.  In  practice,  if  we  can  postpone  the  expenditure, 
we  “let  someone  else  worry  about  what  tomorrow  may 
bring.”  That  someone  else  is  the  taxpayer  — and  it’s 
always  the  taxpayer  who  pays.  More,  sometimes,  than 


is  warranted.  It  just  might  be  that  if  all  governing 
bodies  were  under  a mandate  from  the  people  to  face 
up  to  the  total  costs  of  ownership,  including  reserves 
for  maintenance  and  replacements,  those  governing 
bodies  might  not  elect  to  continue  to  use  a particular 
structure  — especially  if  that  structure  was  of  marginal 
value  to  start  with.  To  say  the  least,  we  might  begin  to 
see  the  fruits  of  positive  decisions.  We  must  realize 
that  “not  to  decide  is  to  decide.”  The  taxpaying  public 
can  ill  afford  not  to  have  more  formalized  plans  for 
achieving  our  stated  objectives. 

The  public’s  business  is  now  big  business,  and  it 
deserves  responsible  direction.  The  General  Assembly 
faces  the  duty  — and  this  duty  is  also  a golden  oppor- 
tunity — to  carve  out  a new  role  for  the  State  and  a 
new  role  for  the  counties  and  cities.  If  this  duty  is  fully 
met,  we  will  be  able  to  determine  capital  needs  and 
who  pays  for  them,  and  we  will  be  able  to  rest  assured 
that  the  public’s  assets  will  be  preserved  and  pro- 
tected. 

Now  is  the  time  for  a clearly  stated  public  policy. 


History  Speaks  Well  for 
General  Assembly  Actions 

In  1949,  new  legislation  was  enacted  authorizing 
for  the  first  time  the  investment  of  monies  belonging  to 
the  State.  Prior  to  that  time  the  only  monies  invested 
were  those  belonging  to  the  pension  and  other  trust 
funds  held  by  the  State  Treasurer.  In  1962,  the 
Treasurer  was  given  legislative  authority  to  credit  the 
Highway  Fund  with  its  share  of  investment  earnings, 
which  previously  had  been  credited  to  the  General 
Fund. 

Today,  one  of  the  most  significant  and  visible 
responsibilities  of  the  State  Treasurer  is  the  investment 
of  all  funds  in  his  custody.  During  the  1982-83  fiscal 
year,  the  Treasurer’s  investments  provided  income  of 
$86,379,000  to  the  General  Fund;  $28,546,000  to  the 
Highway  Fund;  $638,234,000  to  the  employee  pension 
funds;  and  $53,492,000  to  all  other  trust  funds,  for  a 
total  of  $806,651,000  for  the  year. 

It  is  noteworthy  to  point  out  that  the  General  Fund 
investment  earnings  constituted  the  Fund’s  sixth 
largest  source  of  revenue,  or  3%  of  total  receipts.  To 
raise  the  same  amount  by  means  of  taxes  would  re- 
quire a 10%  increase  in  the  sales  tax,  or  almost  doub- 
ling the  beverage  taxes.  For  the  Highway  Fund,  in- 
vestments produced  the  third  largest  source  of 
revenue,  or  4%  of  total  receipts;  equal  to  let  per  gallon 
tax  on  gasoline,  or  an  18  % increase  across  the  board  in 
licenses  and  fees  collected  by  the  Highway  Fund. 

Factors  Affecting  Level  of  Earnings 

Investment  earnings  vary  substantially  from  year  to 
year  because  of  factors  not  controlled  by  the  State  --  for 
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example,  interest  rates  and  the  amount  of  funds 
available  for  investment.  Interest  rates,  while  largely  a 
phenomenon  of  the  marketplace,  are  also  affected  by 
risk  factors,  both  time  risks  and  credit  risks,  whicn 
means  that  decisions  of  management  can  be  critically 
important.  Normally,  the  longer  the  period  to  ma- 
turity of  a security  the  higher  the  interest  rate.  Also, 
yielcfs  vary  according  to  the  credit  standing  of  the 
issuer.  U.S.  Agency  securities  usually  have  higher 
yields  than  U.S.  Treasury  obligations,  and  corporate 
securities  have  higher  yields  than  U.S.  Agency 
securities.  Active  management  is  the  responsible  ap- 
proach, of  course,  and  the  Department’s  track  record 
over  the  years  is  evidence  of  prudence  in  action. 

Fund  Balance  Availability 

The  most  significant  factor  over  which  the  State 
does  have  an  element  of  control  is  the  one  dealing  with 
the  amount  of  funds  available  for  investment.  While 
the  economy  influences  in-flow  and  out-go  in  terms  of 
tax  revenues  and  governmental  expenditures,  it  is 
nevertheless  within  the  powers  of  the  agency  ad- 
ministrator to  expedite  the  collection  of  monies  owed 
the  State  (for  early  investment)  and  to  monitor  agency 
expenditures  (so  as  to  avoid  payment  prior  to  the  time 
the  obligation  is  due). 

Some  of  the  more  important  ways  that  the  State 
has,  through  its  past  actions,  increased  investable  fund 
balances,  and  thus  investment  earnings,  are  as  follows: 
• Through  the  concept  of  “ cash  concentration , ” all 
receipts  by  agencies  of  State  government  in  cities  out- 
side Raleigh  are  deposited  in  local  banks  for  credit  to 
State  Treasurer  in  Raleigh  (via  electronic  funds 
transfer),  thus  advancing  the  availability  of  said  funds 


for  investment  from  1 to  5 days  earlier  than  under  old 
procedures  of  notification  by  U.S.  Mail. 

• Through  the  creation  of  investment  pools  (combin- 
ing all  monies  into  one  or  more  commingled  accounts 
regardless  of  source  or  nature  of  monies  held),  invest- 
ment strategies  can  be  improved,  higher  yields  can  be 
obtained,  a higher  percentage  of  all  cash  balances  can 
be  kept  invested,  and  the  cost  of  administration  can  be 
minimized. 

As  pointed  out  in  our  previous  annual  report,  the 
General  Assembly  has  yet  to  adopt  an  official  policy 
relating  to  cash  management;  and  yet,  the  manner  in 
which  public  officials  collect  and  disburse  funds 
belonging  to  State  agencies  and  institutions  has  a 
tremendous  bearing  on  the  amount  of  interest  earnings 
the  General  Assembly  can  anticipate  as  budgetary 
resources  — resources  other  than  taxes  extracted  from 
the  people  at  great  sacrifice.  Presently,  the  statutes 
speak  only  to  monies  “belonging  to  the  State”  and  say 
little,  if  anything,  about  the  multitude  of  “other” 
public  monies  in  the  hands  of  public  officials,  such  as 
trust  and  agency  funds.  There  is  no  question  but  that 
“all”  monies  in  the  hands  of  a public  officer,  in  his  of- 
ficial capacity,  constitute  “public”  monies,  to  be  fully 
accounted  for  and  safeguarded.  And  it  should  follow 
that  every  public  officer  should  be  required  to  deposit 
said  monies  in  the  State’s  central  depository,  to  be 
managed  and  safeguarded  without  distinction  — ex- 
cept as  the  General  Assembly  may  expressly  authorize. 

Cash,  when  properly  mobilized,  can  provide  hand- 
some returns  to  the  State  — for  the  people.  Not  to 
mobilize  such  cash  is  wasteful,  and  taxes  rise  because 
of  it,  unfortunately. 

Now  is  the  time  for  a clearly  stated  public  policy. 


GENERAL  AND  HIGHWAY  FUNDS 
INVESTMENT  INCOME 

Fiscal  Years  1949  through  1983 


Fiscal  Year 

Ending  June  30: 

General  Fund 

Highway  Fund 

General  and 

Highway  Fund 

Average  Annual 
Yield  on  6 months 
Treasury  Bills 

1949 

$ 355,719 

$ 

$ 355,719 

1.50% 

1950 

1,565,365 

1,565,365 

1.43% 

1951 

3,182,816 

3,182,816 

1.39% 

1952 

3,711,531 

3,711,531 

1.85% 

1953 

3,383,701 

3,383,701 

2.00% 

1954 

2,800,432 

2,800,432 

2.12% 

1955 

2,069,388 

2,069,388 

1.62% 

1956 

2,074,701 

2,074,701 

1.92% 

1957 

3,124,661 

3,124,661 

2.97% 

1958 

4,064,535 

4,064,535 

3.72% 

1959 

3,361,306 

3,361,306 

2.35% 

1960 

5,114,917 

5,114,917 

3.83% 

1961 

6,906,906 

6,906,906 

3.23% 

1962 

4,802,527 

1,907,373 

6,709,900 

2.61% 

1963 

5,161,899 

1,733,738 

6,895,637 

2.91% 

1964 

6,003,139 

1,968,853 

7,971,992 

3.27% 

1965 

7,907,545 

3,151,909 

11,059,454 

3.67% 

1966 

10,322,713 

3,708,759 

14,031,472 

4.02% 

1967 

12,337,612 

5,841,357 

18,178,969 

5.02% 

1968 

19,266,180 

9,420,810 

28,686,990 

4.60% 

1969 

20,284,196 

10,749,092 

31,033,288 

5.41% 

1970 

22,624,169 

13,201,633 

35,825,802 

6.75% 

1971 

29,369,118 

16,037,808 

45,406,926 

6.71% 

1972 

24,325,581 

12,423,644 

36,749,225 

4.57% 

1973 

26,816,266 

11,054,759 

37,871,025 

4.44% 

1974 

53,574,503 

18,535,282 

72,109,785 

7.08% 

1975 

73,317,870 

23,923,734 

97,241,604 

8.02% 

1976 

48,641,750 

15,903,056 

64,544,806 

6.15% 

1977 

43,129,022 

11,901,171 

55,030,193 

5.32% 

1978 

44,087,283 

9,927,820 

54,015,103 

5.44% 

1979 

56,224,976 

21,627,907 

77,852,883 

7.48% 

1980 

93,501,651 

19,761,250 

113,262,901 

9.87% 

1981 

102,900,589 

13,224,698 

116,125,287 

11.33% 

1982 

115,671,990 

21,107,338 

136,779,328 

13.75% 

1983 

86,379,248 

28,546,192 

114,925,440 

11.21% 

Totals 

$948,365,805 

$275,658,183 

$1,224,023,988 
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Investmentand 
B anking  Division 


The  Investment  and  Banking  Division  is  responsible 
for  three  of  the  State  Treasurer’s  primary  functions: 

1.  Acting  as  the  State’s  Banker  by  receiving  and  dis- 
bursing State  monies. 

2.  Administering  the  State’s  Cash  Management  and 
Trust  Fund  Programs  as  both  custodian  and  invest- 
ment officer. 

3.  Arranging  for  the  prompt  payment  of  principal 
and  interest  on  the  State’s  general  obligation  debt  as 
it  matures. 

These  functions  are  both  constitutional  and 
statutory  in  origin. 

Table  of  Organization 


1 . Investment 

Accounting 

2.  Bank  Accounting 

3.  Budgetary 

Accounting 


1.  Process  Bank 

Clearings 

2.  Input  to  Cash 

Management 

Process 

3.  Maintain  Disburs- 

ing Accounts 
and  Render 
Statements  with 
Canceled  War- 
rants to  State 
Agencies  for 
Reconcilement. 


1.  Liquid  Asset 

Fund 

2.  Short-term  Invest- 

ment Fund 

3.  Long-term  Invest- 

ment Fund 

4.  Equity  Investment 

Fund 

5.  Funding  for  State 

Debt 


1.  Receive  and  Dis- 

burse State 
Funds 

2.  Process  Invest- 

ment Trans- 
actions and 
Bank  Fund 
Transfers 

3.  Monitor  Custody 

Bank  Relation- 
ships 

4.  Maintain  and 

Monitor  State 
Collateral  Pool 


Operational  Highlights 

• Trust  Funds  under  management  at  June  30,  1983, 
totaled  approximately  $6.9  billion  and  experienced  a net 
increase  in  assets  in  excess  of  $4  million  per  work  day. 

• Earnings  on  Trust  Funds  were  10.63%  for  the  fiscal 
year  compared  to  9.72%  for  the  previous  year. 

• Book  value  of  the  Long-term  Investment  Fund  exceeded 
$5.2  billion,  producing  an  average  yield  of  9.85%  for  the 
year  ended  June  30,  1983. 

• Book  value  of  the  Equity  Investment  Fund  exceeded 


$1.4  billion  at  June  30,  1983,  generating  a “cash  return ” 
of  13.55%  compared  to  10.50%  for  the  previous  year. 

• Sizeable  and  timely  cash  contributions  plus  diversion  of 
cash  flow  to  the  Equity  Investment  Fund  in  a year  when 
the  equity  market  was  to  have  an  unprecedented  rise. 

• Net  premiums  generated  from  writing  covered  calls  on 
equity  positions  approached  $10  million  since  inception  of 
program  in  March,  1980. 

• Earnings  for  the  General  and  Highway  Funds  ap- 
proached $1.25  billion  since  the  program  was  initiated  in 
1949. 

• Legislation  was  designed  and  introduced  (passed  July 
1983)  clarifying  and  enhancing  the  investment  authority 
of  the  State  Treasurer. 

• Prepared  and  designed  a new  alternative  investment  in- 
strument, the  “Ten-year  Certificate  of  Deposit/Savings 
Certificate”  for  Trust  Funds. 

• Both  the  number  and  value  of  warrants  processed  by  the 
Clearing  Section  reached  an  all  time  high. 

Investment  Management 

As  has  become  a tradition,  management  continues  to 
improve  upon  a very  solid  foundation  designed  to  meet 
and  enhance  the  needs  of  the  State’s  Cash  Management 
and  Trust  Fund  Investment  Programs  and  their  respec- 
tive beneficiaries.  This  improvement  occurs  as  a result 
of  better  communication,  administrative  policy 
changes,  continued  willingness  to  design  and  imple- 
ment new  strategies  to  meet  ever  changing  needs  and 
finally,  promoting  new  legislation  when  required  or 
desired. 

Among  the  changes  occurring  during  the  year  was 
the  design  and  introduction  of  what  is  referred  to  as  the 
conservative  liberalization  of  a portion  of  the  invest- 
ment statutes  involving  trust  funds.  (This  legislation,  in- 
tended to  clarify  and  enhance  the  State  Treasurer’s  in- 
vestment authority,  became  law  in  early  July,  1983.) 

Significant  provisions  of  the  new  legislation  include 
provisions  for: 

1 . Investing  in  real  estate  by  owning  shares  of  bene- 
ficial interest  in, 

(a)  Insurance  contracts  which  provide  for  par- 
ticipation in  individual  or  pooled  separate  ac- 
counts of  insurance  companies. 

(b)  Group  trusts. 

(c)  Individual,  common  or  collective  trust  funds 
of  banks  and  trust  companies. 
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(d)  Real  estate  investment  trusts. 

Not  more  than  ten  percent  (10%)  of  the  pension 
trust  funds  may  be  so  invested. 

2.  Additional  investments  for  the  Equity  Invest- 
ment Fund  including, 

(a)  Unlisted  over-the-counter  stocks  whose 
securities  are  quoted  by  the  “NASDAQ”  quota- 
tion system  and  which  meet  all  other  re- 
quirements for  equity  investments  except  being 
registered  on  a national  exchange. 

(b)  Certain  mutual  funds. 

(c)  Securities  convertible  into  common  stock 
provided  that  they  carry  certain  high  quality 
ratings. 

3.  The  State  Treasurer  may  permit  local  govern- 
mental entities  to  withdraw  funds,  by  warrant,  that 
have  been  voluntarily  deposited  for  investment  pur- 
poses. (The  authority  does  not  contemplate  the 
State  Treasurer’s  Office  substituting  for  regular 
banking  services  provided  by  an  official 
depository.) 

Plans  for  investments  in  ten-year  certificates  of 
deposit/savings  certificates  were  finalized  with  the  ef- 
fective date  of  the  program  to  be  July  1,  1983.  This  in- 
vestment, the  first  of  its  type  in  the  nation,  was  envi- 
sioned by  the  State  Treasurer,  designed  by  the  invest- 
ment staff  and  will  provide  an  attractive  alternative 
investment  for  the  Trust  Fund  program.  The  rate  on 
the  certificate  is  to  be  set  by  the  State  Treasurer  at  the 
beginning  of  each  month.  The  yield,  at  the  time  of 
commitment,  must  be  at  least  fifty  (50)  basis  points 
higher  than  on  U.S.  Treasury  bonds  and  notes  and  at 
least  twenty-five  (25)  basis  points  higher  than  on  U.S. 
Agency  bonds  and  notes  of  comparable  maturity.  This 
instrument  must  be  fully  collateralized  and 
negotiable,  with  a minimum  size  of  one  million 
($1,000,000).  The  purchase  of  these  certificates  will 
represent  a new  source  of  funds  for  the  North  Carolina 
banks  and  savings  and  loan  associations,  as  lending  in- 
stitutions, and  thereby  favorably  impact  the  economy 
of  our  State. 

During  the  year  the  State  Treasurer  and  the  Direc- 
tor met  with  several  groups  to  discuss  our  investment 
programs.  Three  related  meetings  were  held;  two  in 
Raleigh  in  November,  1982  and  the  other  in  Chapel 
Hill  in  February,  1983.  Materials  were  compiled  and 
distributed  in  order  to  enhance  the  understanding  of 
the  recipients.  The  information  was  placed  in  loose 
leaf  notebooks  for  easy  reference  and  updating.  Those 
receiving  the  materials  advised  us  of  their  frequent 
reference  and  its  value.  Needless  to  say,  we  appreciate 
their  assistance  as  we  go  about  our  responsibilities  of 
managing  the  assets  entrusted  to  us. 

The  Basic  Functions 

Acting  as  the  State’s  Banker 

North  Carolina  utilizes  a warrant  system  to  disburse 
funds.  It  was  the  first  state  system  to  use  the  American 


Rankers’  Association  transit  routing  symbols  in  order 
to  have  its  warrants  processed  at  par  through  the 
Federal  Reserve  Rank  and  its  member  banks.  Under 
this  system,  the  State  Treasurer  performs  the  function 
of  a commercial  bank  for  State  agencies,  departments 
and  institutions.  The  advantage  of  the  warrant  system 
is  that  the  banker’s  “float,”  and  the  earnings  thereon, 
are  captured  for  the  State. 

Receiving  State  Monies  --  The  General  Assembly  of 
North  Carolina  has  provided  the  State  with  a cen- 
tralized system  for  receiving  and  disbursing  State 
monies.  Under  this  system,  all  revenues  collected  by  an 
agency,  department  or  institution  on  behalf  of  the 
State  must  be  deposited  daily  to  the  account  of  the 
State  Treasurer,  in  a bank  designated  by  him  for  that 
purpose.  A companion  provision  requires  that  the 
Treasurer  be  notified  promptly  of  such  deposits.  This 
procedure  assures  that  the  State  itself  will  be  the 
primary  beneficiary  of  the  flow  of  funds  through  its 
bank  accounts  in  the  course  of  conducting  State 
business. 

Disbursing  State  Monies  — Since  North  Carolina 
does  not  maintain  checking  accounts  through  which  to 
pay  its  obligations,  the  State  Treasurer  acts  as  banker 
for  the  various  agencies,  departments  and  institutions 
of  the  State  as  they  disburse  authorized  monies.  Ac- 
counts are  maintained  for  each,  much  as  a commercial 
bank  maintains  accounts  for  its  customers.  In  order  to 
disburse  funds  to  meet  a valid  obligation,  a warrant  is 
drawn  on  the  State  Treasurer  in  payment.  These  war- 
rants are  processed  through  the  commercial  banking 
system  and  ultimately  presented  to  the  Rank  Clearing 
Section  of  the  Division  for  payment.  The  validity  of 
each  warrant  is  checked  before  it  is  charged  against 
the  account  of  the  issuing  agency,  department  or  in- 
stitution. The  presenting  bank  is  reimbursed  through 
the  Treasurer’s  central  clearing  accounts,  which  are 
maintained  in  various  Raleigh  banks  for  this  express 
purpose. 

Administering  the  State’s  Cash  Management 
and  Trust  Fund  Investment  Programs 

The  Treasurer  is  the  State’s  chief  investment  officer. 
As  such,  he  is  directed  to  “establish,  maintain,  ad- 
minister, manage  and  operate”  investment  programs, 
pursuant  to  the  applicable  statutes  for  all  funds  on 
deposit.  In  so  doing,  the  State  Treasurer  “shall  have 
full  power  as  a fiduciary”  and  shall  manage  the  invest- 
ment programs  so  that  the  assets  “may  be  readily  con- 
verted into  cash  as  needed.” 

Investment  Objective  — The  objective  for  all  invest- 
ment programs  is  to  achieve  the  highest  yield  consis- 
tent with  safety  of  principal.  Prudence  in  discharging 
this  fiduciary  obligation  requires  that  all  investments 
be  reviewed  constantly,  so  that  opportunities  in  the 
secondary  markets  to  improve  the  quality  and/or  the 
yield  are  not  overlooked. 
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Operating  Policy  --  In  conducting  the  activities  of 
the  Investment  and  Banking  Division,  it  is  the 
Treasurer’s  policy  to  do  business  within  the  State  of 
North  Carolina,  whenever  it  can  be  done  at  no  disad- 
vantage to  the  Cash  Management  or  the  Trust  Fund 
Programs.  As  an  example,  whenever  either  program 
participates  as  a buyer  in  an  underwriting  of 
securities,  equity  or  fixed  income,  purchases  have 
always  been  allocated  among  the  known  in-State 
underwriters.  Furthermore,  the  Investment  and  Bank- 
ing Division  has  sought  out  opportunities  within  the 
State  which  would  provide  both  competitive  market 
returns  to  the  investment  programs  and  cash  infusions 
to  North  Carolina  businesses  and  industries. 

These  efforts  ultimately  benefit  the  retired  and  ac- 
tive pension  fund  members,  the  taxpayers  and  the 
general  population  of  the  State  of  North  Carolina 
through  a strengthened  economy. 

The  Cash  Management  Program 

In  order  to  mobilize  statewide  receipts,  the  Accoun- 
ting Section  of  the  Division  daily  transfers  into  the 
Raleigh  central  clearing  accounts  monies  deposited 
throughout  the  State  in  the  designated  collection  ac- 
counts. By  this  process  of  concentration,  funds  which 
have  little  impact  when  scattered  around  the  State 
become  an  important  potential  source  of  non-tax 
revenue.  The  Division  computes  daily  the  excess  cash 
which  is  available  for  investment,  a figure  derived 
from  the  ending  balances  of  the  previous  day,  plus  or 
minus  the  net  difference  between  the  certified  deposits 
and  the  disbursing  warrants  for  the  current  day.  This 
excess  cash  in  the  State  Treasurer’s  central  clearing  ac- 
counts is  then  invested  in  highly  liquid,  short-term 
securities,  as  authorized  by  statute. 

Because  the  Treasurer’s  cash  balances  are  ultimately 
subject  to  disbursement  upon  presentation  of  valid 
warrants,  the  primary  considerations  in  making  in- 
vestments are  safety  and  liquidity;  the  secondary  con- 
sideration is  income.  Revenues  from  the  Cash  Manage- 
ment Program  were  more  than  $174  million  in  the 
fiscal  year  ended  June  30,  1983.  Of  this  total,  $114.9 
million  was  earned  for  the  General  and  Highway 
Funds  bringing  the  total  earned  for  these  funds  to 
almost  $1.25  billion,  since  1949. 

The  invested  assets  of  the  Cash  Management  Pro- 
gram fluctuated  between  $1.5  billion  and  $1.8  billion 
during  the  fiscal  year.  However,  despite  the  constant 
flow  of  funds,  there  is  a determinable  amount  or 
“core”  of  deposits  in  the  Treasurer’s  cash  balances 
which  does  not  fluctuate  materially.  A reasonable  por- 
tion of  this  core  can  thus  safely  be  invested  in  Cer- 
tificates of  Deposit  and  Savings  Certificates  issued  by 
North  Carolina  banks  and  savings  and  loan  associa- 
tions, although  such  instruments  are  not  strictly 
“highly  liquid.”  As  of  June  30,  $174  million  was  in- 
vested in  these  North  Carolina  financial  institutions. 
In  accordance  with  statutory  restrictions  and  ad- 


ministrative rules,  these  organizations  may  request 
funds  subject  to  availability.  The  Treasurer  sets  the  in- 
terest rate,  which  by  State  law  may  not  be  less  than  the 
return  available  in  the  market  on  U.  S.  Government 
and/or  Agency  securities  of  comparable  maturity. 
Current  practice  is  to  purchase  such  certificates  with  a 
term  of  six  months,  and  to  schedule  maturities  weekly, 
in  order  to  afford  a measure  of  liquidity.  Chart  1 in- 
dicates the  fluctuation  in  interest  rates  on  Certificates 
of  Deposit  and  Savings  Certificates  during  the  fiscal 
year. 

Chart  1 

INTEREST  RATES 
ON  CERTIFICATES  OF  DEPOSIT 
AND  SAVINGS  CERTIFICATES 
July  1,  1982  - June  30,  1983 


Rate  ( % ) 

Effective  Date 

Rate  ( % ) 

Effective  Date 

15 

7-01-82 

8 1/4 

1-12-83 

14  3/4 

7-06-82 

8 5/8 

1-26-83 

13  1/4 

7-13-82 

8 3/4 

2-02-83 

12  3/4 

7-20-82 

8 3/8 

2-23-83 

11  1/2 

8-03-82 

8 3/4 

3-09-83 

12 

8-10-82 

9 

3-23-83 

10  1/2 

8-17-82 

9 1/4 

3-30-83 

9 7/8 

8-24-82 

9 

4-06-83 

10  3/4 

8-31-82 

8 3/4 

4-13-83 

10  1/4 

9-28-82 

8 1/2 

5-04-83 

9 

10-12-82 

8 5/8 

5-18-83 

9 3/8 

11-16-82 

8 7/8 

5-25-83 

9 

11-23-82 

9 1/8 

6-01-83 

8 7/8 

12-07-82 

9 3/8 

6-08-83 

8 1/2 

12-14-82 

9 1/4 

6-15-83 

8 3/4 

12-31-82 

9 1/2 

6-22-83 

The  Trust  Fund  Investment  Program 

The  Trust  Funds  are  composed  primarily  of  the 
holdings  of  eight  Retirement  Systems,  the  largest  three 
being  the  Teachers’  and  State  Employees’  Retirement 
System,  the  Local  Governmental  Employees’  Retire- 
ment System  and  the  Law  Enforcement  Officers’ 
Benefit  and  Retirement  Fund.  To  the  Retirement 
Systems  belong  more  than  98%  of  all  the  Trust  Fund 
assets  under  management. 

The  Retirement  Systems’  investment  integrity  is 
held  inviolate  by  Article  V,  Section  6 of  the  North 
Carolina  Constitution,  which  provides  that  Retire- 
ment System  funds  shall  not  be  used  “for  any  purpose 
other  than  retirement  system  benefits  and  purposes, 
administrative  expenses  and  refunds.”  It  further  states 
that  such  funds  “shall  not  be  applied,  diverted,  loaned 
to,  or  used  by  the  State,  any  State  agency,  State  of- 
ficer, public  officer,  or  public  employee.”  In  addition 
to  the  Trust  Funds  of  the  Retirement  Systems, 
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numerous  other  Trust  Funds  are  managed,  including 
the  Employee  Death  Benefit  Fund,  the  Employee 
Disability  Fund,  the  State  Treasurer’s  Escheat  Fund, 
the  State  Property  Fire  Insurance  Fund,  various 
Educational  Trust  Funds,  the  Workmen’s  Compensa- 
tion Funds,  the  Wildlife  Endowment  Fund  and  the  In- 
sured Student  Loan  Program. 

Trust  Fund  assets  under  management  reached  a 
total  of  $6.9  billion  on  June  30,  1983.  The  composite 
average  annualized  yield  rose  to  10.63%,  up  91  basis 
points  from  9.72%  a year  earlier.  Charts  2 and  3 show 
the  Invested  Funds  and  the  Rate  of  Return  since  1979. 

The  investment  objectives  of  both  the  Cash 
Management  and  the  Trust  Fund  Programs  are 
achieved  through  participation  in  one  or  more  invest- 
ment funds  or  “pools”  established  by  the  Treasurer  as 
authorized  by  State  law.  These  are: 

The  Liquid  Asset  Fund 
The  Short-term  Investment  Fund 
The  Long-term  Investment  Fund 
The  Equity  Investment  Fund 


The  Cash  Management  Program,  because  of  its 
primary  need  for  safety  and  liquidity,  is  totally  in- 
vested in  the  Short-term  Investment  Fund.  Also  parti- 
cipating are  the  cash  balances  of  the  Liquid  Asset, 
Long-term,  and  Equity  Investment  Funds.  Thus,  all 
cash  in  any  fund  under  the  Treasurer’s  management  is 
always  fully  invested. 

The  Trust  Fund  Investment  Program  participates  in 
the  investment  pools,  in  accordance  with  the  needs 
and  statutory  authority  of  the  individual  funds.  Every 
trust  account,  large  or  small,  thus  has  access  to  all  of 
the  investment  opportunities  available.  The  cost  of  the 
investment  management  function  is  shared  equitably, 
in  the  ratio  of  each  fund’s  participation. 

Charts  4 and  5 demonstrate  the  Distribution  of  In- 
vestments by  Funds  and  by  Source  of  Assets. 


TRUST  FUND  INVESTMENTS 
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Chart  4 


Chart  5 
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Investment  Activity 

Liquid  Asset  Fund  --  The  1981  Legislature  enacted 
legislation  permitting  “any  official,  board,  commis- 
sion, other  public  authority,  local  government,  school 
administrative  unit,  local  ABC  board,  or  community 
college”  to  deposit  specified  funds  with  the  Treasurer 
for  investment.  In  order  better  to  serve  the  investment 
needs  of  these  entities,  and  to  broaden  the  alternatives 
available  to  other  participants,  the  Liquid  Asset  Fund 
was  established  and  began  receiving  deposits  in 
February,  1982.  At  June  30,  1983,  assets  were  $9.5 
million  producing  a net  annualized  rate  of  return  of 
9.19%  . The  rate  of  return  for  the  preceding  year  was 
14.13%,  with  the  comparison  dramatically  showing 
the  decline  in  short-term  interest  rates  that  began  mid 
1982. 

The  Liquid  Asset  Fund  is  a daily  income  fund  with 
the  majority  of  its  assets  being  invested  in  overnight 
repurchase  agreements.  Funds  deposited  before  10:00 
A.M.  earn  interest  for  the  day.  Transactions  for  the 
Liquid  Asset  Fund  were  as  follows: 

Number  of 

Transactions  Par  Value 

Securities  Maturing,  Purchased 

or  Exchanged 28  $ 151,500,000 

Repurchase  Agreements  Executed  . 495  $10,147,419,000 

Short-term  Investment  Fund  --  Earnings  of  over 
$174  million  for  the  year  on  average  assets  of  $1.65 
billion,  having  an  average  maturity  of  two  years,  were 
divided  as  follows: 

General  Fund  $ 86,379,248 

Highway  Fund 28,546,192 

Retirement  Systems 9,856,618 

V arious  Special  and  T rust  F unds 49,336,266 

$174,118,324 

These  earnings  represent  an  average  annualized 
rate  of  return  of  11.06%,  compared  to  12.76%  a year 
earlier.  The  reduction  in  the  return  is  the  result  of 
declining  interest  rates  that  occurred  during  the  year. 

Short-term  monies  invested  in  Certificates  of 
Deposit  and  Savings  Certificates  issued  by  North 
Carolina  banks  and  savings  and  loan  associations 
ranged  from  a low  of  $174  million  to  a high  of  $272 
million,  as  371  certificates  were  renewed,  56  cer- 
tificates issued  and  122  certificates  paid  off.  Transac- 
tions in  other  investments  for  the  Short-term  Invest- 
ment Fund,  principally  U.  S.  Treasury  and  Agency 
securities  and  “repo”  agreements  based  on  such 
securities,  were  as  follows: 

Number  of 

T ransactions  Par  Value 

Securities  Maturing,  Purchased 

or  Exchanged  558  $ 3,267,300,000 

Repurchase  Agreements  Executed  . 1,437  71,678,204,000 

1,995  $74,945,504,000 

Charts  6 and  7 show  the  average  assets  and  the  earn- 
ings of  the  Short-term  Investment  Fund  since  1979. 


SHORT-TERM  INVESTMENT  FUND 
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Long-term  Investment  Fund  — The  Long-term  In- 
vestment Fund  assets  totaled  approximately  $5.2 
billion  at  June  30,  up  from  $4.8  billion  last  year.  The 
annualized  rate  of  return  was  9.85%  , an  increase  of  41 
basis  points  over  the  9.44%  reached  in  June,  1982. 

New  money  investments  and  bond  exchange  activi- 
ty provided  the  substantial  increase  in  yield  for  the 
Long-term  Investment  Fund.  A total  of  $787  million 
high-quality  securities  (“AA”  or  better)  were  purchas- 
ed producing  an  average  yield- to-maturity  of  11.56%  . 
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Bond  exchange  activity  continued  at  a brisk  pace 
throughout  the  year  and  was  centered  around 
telephone  utility  bonds.  Along  with  the  announced 
divesture  of  American  Telephone  and  Telegraph  Com- 
pany came  the  lowering  of  quality  ratings  by  the  na- 
tionally recognized  rating  services  on  most  telephone 
subsidiaries.  As  a result,  the  telephone  issues  in  our 
Long-term  Investment  Fund  portfolio  were  down- 
graded. 

In  spite  of  this  adverse  impact,  year  long  efforts  of 
upgrading  through  bond  exchanges  and  purchases 
continued  to  improve  the  percentage  of  “AA”  or  better 
rated  securities  in  the  portfolio,  from  89%  to  95%  . 


Quality  Rating 

June  30,  1983 

June  30,  1982 

AAA 

47% 

62% 

AA 

48% 

27% 

A 

5% 

11% 

100% 

100% 

Average  Maturity  22.3  years  22.4  years 


To  produce  the  improvement  in  the  rate  of  return  or 
quality,  the  following  activity  was  required  during 


fiscal  year  1982-83: 

Par  Value,  purchases $ 786,249,000 

Number  of  purchases 260 

Par  Value,  sales $ 188,424,000 

Number  of  sales 36 

Par  Value,  bond  exchange  transactions  ...  $2,438,176,000 
Number  of  exchange  proposals  analyzed  ..  1,303 

Number  of  exchange  proposals  executed . . . 244 


In  addition  to  the  above,  mortgage-related  invest- 
ment activity  within  the  State  of  North  Carolina  for 
the  Long-term  Investment  Fund  during  1982-83  was 
as  follows: 


GNMA  forward  commitments  issued $ 49,000,000 

GNMA  securities  purchased $ 21,202,000 

FHA  projects  purchased $ 4,769,000 

“NicMic”  forward  commitments  issued  ...  $ 58,100,000 

“NicMic”  securities  purchased $ 19,389,000 


Equity  Investment  Fund  — Assets  of  the  Fund  at 
year  end  totaled  $1.4  billion  and  was  21%  of  the 
Retirement  Systems’  investments.  An  addition  of  $200 
million  on  August  1,  1982  “set  the  stage”  for  excellent 
performance  by  the  fund  for  the  year  just  ended.  In 
addition,  on  March  1,  1983,  a new  procedure  of 
crediting  all  equity  advisors  with  the  cash  flow 
generated  by  their  respective  portfolios  was  im- 
plemented. The  cash  flow  generated  since  July  1,  1981 
from  dividends,  net  option  premiums  and  the  earnings 
on  cash  balances  became  available  for  additional  com- 
mitment to  the  equity  market.  This  action  has  allowed 
our  ratio  of  fixed  income  and  equity  investments  to  re- 
main constant,  while  the  portfolios  continue  to  grow 
in  size.  At  year-end  81%  of  the  Equity  Investment 
Funds  were  invested  in  stocks  while  19%  were  uncom- 
mitted and  therefore  earning  income  through  par- 
ticipation in  our  Short-term  Investment  Fund. 

The  Dow  Jones  Industrial  Average  moved  from 
811.92  to  1,221.96  during  the  year  magnifying  the  im- 
pact of  the  decisions  described  above.  The  total  rate  of 


return,  after  net  realized  capital  gains  of  $76  million, 
rose  to  13.55%,  from  10.50%  last  year. 

The  following  is  a summary  of  the  activity  that  oc- 


curred: 

Number  of 

Dollar 

T ransactions 

Amount 

Purchases 

1,016 

$732,836,000 

Sales 

448 

357,156,000 

Continuing  our  Covered-call  Option  Writing  pro- 
gram on  a supplemental-income  producing  basis,  we 
were  able  to  generate  a net  profit  of  $1.5  million  for 
the  year  on  unexercised  options.  Net  premium 
generated  however,  continued  at  its  historical  rate  of 
approximately  $3  million  per  year  and  approached 
$10  million  since  inception  of  the  program  in  March, 
1980.  An  additional  $1.9  million  profit  was  recognized 
from  the  sale  of  the  underlying  stock  on  exercised  op- 
tions. 

We  began  to  utilize  a Clearing  Member  Trade 
Agreement  (CMTA)  during  the  year  in  conjunction 
with  our  option  program.  CMTA  allows  for  the  settle- 
ment of  all  option  transactions,  regardless  of  the 
broker  used,  through  a single  broker.  This  process 
eases  record  keeping  and  affords  single  contact  on  all 
option  positions  once  the  original  transaction  is  com- 
plete. 

Supplemental  Income  — Additional  income 
resulting  from  the  active  management  of  the  Invest- 
ment Funds  for  the  fiscal  year  totaled  $3.8  million  for 
all  four  Funds. 


Investment  Fund 


Liquid  Asset 
and 

Source  of  Earnings 

Short-Term 

Long-Term 

Equity 

Totals 

Fail  Balance 

Investment 

$ 2,821 

$ 134,519 

$ 35,417 

$ 172,757 

Securities  Lending 
Options  Writing 
Dividend  Re-investment 
GNMA  and  “NicMic” 
Forward  Commitment 
Fees 

(securities  not 
delivered) 

212,012 

515,333 

876,452 

98,349 

1,519,551 

381,796 

825,694 

1,519,551 

381,796 

876,452 

Grand  Totals 

$214,833 

$1,526,304 

$2,035,113 

$3,776,250 

Payment  of  the  State’s  Debt 

As  the  State’s  chief  financial  officer,  the  Treasurer  is 
charged  with  the  responsibility  of  making  timely  pay- 
ment of  principal  and  interest  on  North  Carolina’s 
General  Obligation  debt,  a function  vital  to  the 
maintenance  of  our  “AAA”  rating. 

The  Investment  Management  and  Operations  Sec- 
tions arrange  to  have  “readily  available  funds”  in  the 
hands  of  the  paying-agent  banks  on  due  date.  (Com- 
plete information  as  to  amounts  of  principal  and  in- 
terest due,  by  issue,  is  furnished  by  the  Division  of 
State  and  Local  Government  Finance.)  If  the  total  in- 
volved is  large,  a repurchase  agreement  is  executed 
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with  the  local  paying-agent  bank  to  mature  on  due 
date,  thus  becoming  “good  money”  on  a timely  basis. 
Smaller  amounts  are  supplied  on  due  date  by  the 
Operations  Section  by  wire  transfer  of  “good  money.” 

Through  these  arrangements,  the  bondholders  have 
access  to  their  money  as  promised;  meanwhile,  the 
funds  are  invested  for  the  benefit  of  the  State  until  the 
last  possible  moment. 

Other  Activities 

Accounting  — The  Accounting  Section  of  the  Divi- 
sion performs  the  accounting  function  for  the 
Treasurer  as  it  relates  to  his  investment  respon- 
sibilities. General  ledgers,  subsidiary  ledgers  and  jour- 
nals for  each  investment  fund  are  maintained  by  the 
section.  It  is  from  these  accounting  records  that  the 
section  prepares  interim  financial  statements  and 
other  management  information  reports,  as  requested. 
An  additional  responsibility  of  the  section,  related  to 
investments,  is  the  calculation  and  distribution  of  ear- 
nings to  the  participants  of  each  investment  fund. 

Installation  of  the  UNI-COLL  Investment  Accoun- 
ting System  “IAS™”  for  the  Liquid  Asset  Fund  (LAF) 
began  during  1983.  Currently  the  securities  ledger, 
general  ledger  and  several  journals  for  the  LAF  are 
operational.  The  preliminary  documentation  for  the 
Equity  Investment  Fund  has  been  approved  and  plans 
are  to  begin  production  for  this  fund  effective  July  1, 
1983.  The  “IAS™”  for  the  other  investment  funds 
should  be  in  place  by  the  spring  of  1984. 

The  “IAS™”  is  a very  sophisticated  and  flexible  ac- 
counting system  that  produces  management  reports, 
said  to  be  second  to  none  in  the  industry.  The  “IAS™” 
is  equipped  with  all  of  the  internal  control  features 
that  are  necessary  in  a system  of  such  magnitude. 

The  Accounting  Section  maintains  ledgers  that  are 
critical  to  the  State’s  system  of  financial  checks  and 
balances.  The  appropriations,  journal  entries,  receipts 
and  disbursements  of  all  State  agencies  and  institutions 
are  recorded  in  the  budgetary  ledgers.  Totals  by  trans- 
action type  are  balanced  with  the  State  Disbursing  Of- 
ficer at  the  end  of  each  month.  A bank  ledger  is  main- 
tained to  record  all  deposits  of  funds  that  are  required 
to  be  on  deposit  with  the  State  Treasurer.  Any  checks 
drawn  against  the  State  Treasurer’s  depository  ac- 
counts for  investment  or  for  payment  of  warrant  clear- 
ings are  recorded  in  the  bank  ledger.  The  bank  ledger 
is  used  to  reconcile  depository  and  clearing  bank 
statements  and  to  monitor  the  bank  accounts  on  a dai- 
ly basis.  These  functions  are  related  to  the  State 
Treasurer’s  responsibility  of  acting  as  banker  for  all 
State  agencies  and  institutions. 

Bank  Clearing  — The  Bank  Clearing  Section  accepts 
State  warrants  for  payment  from  eleven  area  banks 
and  the  Charlotte  Branch  of  the  Federal  Reserve  Bank. 
As  warrants  are  presented,  the  Investment  Manage- 
ment Section  is  advised  of  the  day’s  total  disbursement 
for  use  in  the  calculation  of  bank  balances. 


As  bank  cash  letters  are  balanced,  valid  warrants 
are  charged  against  the  respective  disbursing  accounts 
of  the  various  state  agencies.  The  disbursing  account 
service,  similar  to  the  commercial  checking  account 
service  provided  by  the  banking  community,  renders 
monthly  statements  to  the  483  active  accounts  for 
reconciliation.  For  the  414  accounts  utilizing 
automated  account  reconciliation,  the  Section  pro- 
vides magnetic  tapes  of  warrants  paid  each  month. 

The  warrant  volume  cleared  in  the  1982-83  fiscal 
year  was  driven  to  a new  high  of  more  than  15.8 
million  primarily  by  increased  unemployment 
benefits,  expansion  of  the  “WIC”  food  program  and 
the  establishment  of  a disbursing  account  to  clear  State 
employee  health  benefit  payments.  The  increase  in 
volume  forced  the  section  to  rent  microfilm  equipment 
to  supplement  the  performance  of  existing  equipment. 

In  our  continuing  effort  to  adequately  compensate 
clearing  banks  for  the  many  services  rendered  to  the 
State,  modifications  were  made  to  the  method 
developed  in  the  1981-82  fiscal  year.  The  most  signifi- 
cant modification  was  to  analyze  these  accounts  on  a 
one,  rather  than  three,  month  basis.  The  one  month 
analysis  is  much  more  responsive  to  changing  activity 
and  has  proven  to  be  fair  to  the  banks  while  being  effi- 
cient for  the  State. 

The  activity  of  the  Clearing  Section  is  summarized 
as  follows: 


1982-83 


1981-82 


Total  number  of  warrants  processed  . . . 15,814,868 

Unemployment  warrants  processed  ...  4,499,927 

“WIC”  Food  Instruments  processed  ...  2,806,173 

Health  Benefit  Payments  processed  ....  176,394 

Total  dollar  amount  of  warrants $14,205,924,000 


15,424,876 

4,135,420 

2,655,247 

-0- 

$13,154,748,000 


Operations  — The  Operations  Section  is  primarily 
responsible  for  the  completion  of  all  investment  trans- 
actions after  they  have  been  entered  into  by  the  Invest- 
ment Management  Section,  which  entails  consum- 
mating the  receipt  and  delivery  of  the  securities  traded 
versus  payment.  Associated  with  this  function  is  the 
timely  collection  of  all  interest  and  dividend  payments 
(approximately  $700  million  for  FY  1982-83),  as  well 
as  all  maturing  securities. 

In  order  to  take  advantage  of  the  modern  concepts 
of  book-entry  and  central  depositories,  the  custodian 
functions  of  all  eligible  securities  are  performed  by  two 
contractual  custodian  banks.  First  Union  National 
Bank  serves  as  custodian  for  $1.2  billion  of  equity 
securities  and  The  Bank  of  New  York  serves  as  custo- 
dian for  $6.1  billion  in  fixed  income  securities.  First 
Union  has  been  one  of  our  custodians  since  March, 
1979,  while  The  Bank  of  New  York  was  selected  in 
November,  1982  through  a competitive  bidding  pro- 
cess. Both  of  these  banks  utilize  the  Depository  Trust 
Company. 

The  Operations  Section  also  monitors  the  col- 
lateralization of  public  deposits  in  North  Carolina 
banks  and  savings  and  loan  associations.  Collateraliza- 
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tion  is  required  for  deposits  exceeding  any  FDIC, 
FSLIC  or  North  Carolina  Guaranty  insurance 
coverage.  At  June  30,  1983,  148  depositories  had 
securities  with  a total  par  value  in  excess  of  $1  billion 
pledged  to  the  State  Treasurer  through  21  different 
escrow  agents.  Forty-six  of  these  depositories  were 
“Option  2“  institutions,  utilizing  a program  where 
their  individual  accounts  with  the  State  Treasurer 
covered  the  deposits  of  local  governmental  entities 
across  the  State.  Of  the  total  securities  pledged  at  June 
30,  1983,  approximately  33%  was  to  secure  State 
deposits.  In  addition  a recent  study  shows  that  the 
market  value  of  collateral  pledged  is  well  in  excess  of 
the  combined  needs  of  both  state  and  local  govern- 
ments being  protected  under  “Option  2.” 

In  other  areas  of  responsibility,  the  Operations  Sec- 
tion provides  custodial  services  for  securities  held  as 
“good  faith  deposits”  for  other  State  agencies,  in- 
cluding the  Departments  of  Agriculture,  Commerce, 
Insurance,  Public  Education,  Revenue,  and  Transpor- 
tation. These  securities  amounted  to  $133.3  million  at 
June  30,  1983.  A statement  of  Securities  Held  in  Trust 
is  shown  in  Exhibit  G on  page  60. 

Projects  in  Progress 

New  Investment  Authority  Pending  — Following 
the  design  and  passage  of  new  legislation  that  will 
clarify  and  enhance  the  investment  authority  of  the 
State  Treasurer,  the  staff  of  the  Investment  and  Bank- 
ing Division  is  preparing  to  implement  the  provisions, 
as  needed.  The  preparation  includes  an  indepth  study 
of  real  estate  and  the  methods  of  investment  as  propos- 
ed. Several  changes  relating  to  equity  investments  in 
over-the-counter  stocks,  convertible  securities,  mutual 
funds  and  a reduction  in  the  dividend  requirement 
from  ten  (10)  years  of  consecutive  payments  to  five  (5) 
years  of  consecutive  payments  are  included.  Plans  are 
also  being  designed  to  handle  the  warrants  that  may 
be  drawn  against  the  State  Treasurer  by  local  entities. 

Governmental  Monies  Transfer  System  (GMTS) 
— The  Investment  and  Banking  Division,  working 
with  the  State  and  Local  Government  Finance  Divi- 
sion and  the  Department  of  Revenue,  has  established  a 
“GMTS”  pilot  program  with  the  State’s  five  largest 
cities  and  five  largest  counties.  The  “GMTS”  is  a wire 
transfer  system  through  which  the  State  remits  funds 
periodically  due  to,  and  receives  monies  due  from 
local  units  of  government.  The  pilot  program 
facilitates  the  distribution  of  the  utility  franchise  tax, 
local  government  sales  and  use  tax,  state  beer  and  wine 
licenses  and  intangible  personal  property  tax  due  to 
the  local  units  while  facilitating  the  receipt  of  state  in- 
come tax  withholding  due  from  the  local  units. 

The  “GMTS”  allows  the  wire  transfer  of  any 
distributions  administered  by  the  Department  of 
Revenue  to  the  North  Carolina  Cash  Management 
Trust  (NCCMT)  for  the  local  units  involved.  The  local 


units  become  participants  in  the  NCCMT  on  the  day 
of  the  wire  transfer,  as  opposed  to  waiting  for  the 
receipt  of  a warrant  mailed  from  the  State. 

The  “GMTS”  requires  that  the  local  units  deposit 
their  state  income  tax  withholding  with  the  State 
Treasurer,  on  the  monthly  due  date,  through  a cash 
concentration  depository  bank.  This  allows  the  State 
to  immediately  invest  the  funds  received  from  the  local 
units  of  government.  The  advantage  of  the  “GMTS”  is 
that  the  funds  flowing  between  the  State  and  local 
units  of  government  are  always  invested  even  while 
changing  ownership.  Our  plans  are  to  broaden  the 
“GMTS”  to  accommodate  all  remittances  between  the 
State  and  local  governmental  units. 

Electronic  Payroll  Deposits  — A pilot  program  for 
the  electronic  deposit  of  public  school  teachers’  payroll 
was  developed  and  became  operational  due  to  joint  ef- 
forts of  the  Accounting  and  Clearing  Sections  and  the 
Controller’s  Office  of  the  State  Board  of  Education. 
This  program  enables  a teacher  to  receive  one  elec- 
tronic deposit  into  his/her  checking  account  which  in- 
cludes State,  federal  and  local  monies.  The  electronic 
deposit  replaces  three  warrants  which  were  previously 
drawn  from  the  three  separate  funds.  Consequently, 
as  these  and  other  payroll  accounts  utilizing  electronic 
deposit  increase  the  number  of  state  employees  par- 
ticipating, the  number  of  payroll  warrants  handled  by 
the  Clearing  Section  should  begin  to  decline. 

Warrant  Processing  Equipment  --  A concentrated 
effort  is  underway  to  identify  equipment  that  will 
film,  sort  and  decrease  the  manual  intervention  in 
warrant  processing.  Using  anticipated  volume  and 
other  criteria,  such  as  not  requiring  the  clearing  banks 
to  do  certain  presorting  functions  and  the  elimination 
of  existing  filming  equipment,  leads  to  the  conclusion 
that  equipment  of  this  type  is  vital  to  our  continuing 
successful  operation.  Throughout  the  year,  the  staff 
has  visited  area  bank  operations  centers  and  conferred 
with  banking  equipment  vendors. 

Exhibits  A,  B,  C,  D,  E,  F and  G and  Schedules  1 
and  2 are  integral  parts  of  this  report  concerning  the 
management  and  operation  of  the  Investment  and 
Banking  Division. 
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State  and 

Local  Government 
Finance  Division 


The  State  and  Local  Government  Finance  Division 
is  organized  to  provide  the  State  Treasurer  and  the 
Local  Government  Commission  with  staff  assistance  in 
fulfilling  their  respective  statutory  functions.  The 
Division  is  organized  along  functional  lines  into  two 
major  groups  of  services:  Debt  Management  and  Fiscal 
Management. 


Table  of  Organization 


Assistance  is  rendered  to  local  governments  and 
public  authorities  in  North  Carolina  on  behalf  of  the 
Local  Government  Commission.  The  North  Carolina 
Local  Government  Commission,  a part  of  the  Depart- 
ment of  State  Treasurer,  approves  the  issuance  of  the 
indebtedness  of  all  units  of  local  government  and 
assists  these  units  in  the  area  of  fiscal  management. 
The  Commission  is  composed  of  nine  members:  the 
State  Treasurer,  the  Secretary  of  State,  the  State 
Auditor,  the  Secretary  of  Revenue,  and  five  others  by 
appointment  (three  by  the  Governor,  one  by  the 
Lieutenant  Governor,  and  one  by  the  Speaker  of  the 
House  of  Representatives).  The  State  Treasurer  serves 
as  Chairman  and  selects  the  Secretary  of  the  Commis- 
sion, who  heads  the  administrative  staff  serving  the 
Commission. 

In  providing  staff  assistance  to  the  State  Treasurer, 
the  Division  handles  the  sale  and  delivery  of  all  State 
debt  and  monitors  the  repayment  of  State  debt. 

Operational  Highlights 

• At  a time  when  the  bond  ratings  of  other  states  were  be- 
ing downgraded,  North  Carolina  was  able  to  maintain  its 
Triple  A rating,  the  highest  attainable. 


• By  marketing  bonds  at  interest  rates  below  the  national 
average,  the  Division  was  successful  in  enabling  State 
and  local  government  units  to  save  substantially  on  in- 
terest costs. 

• Official  statements  were  revised  so  that  the  financial 
data  presented  meets  the  requirements  of  generally  ac- 
cepted accounting  principles. 

• Investment  earnings  for  local  units  of  similar  size  were 
compared,  and  units  with  below-average  interest  earn- 
ings within  their  population  groups  were  counseled  and 
advised  on  investment  alternatives. 

• After  the  issuance  of  controversial  NCGA  Statement  3, 
in  which  criteria  were  established  for  defining  the  entities 
to  be  included  in  the  reporting  entity,  the  Division 
distributed  guidelines  and  suggestions  to  CPAs  and  local 
units  to  ensure  a consistent  application  of  the  criteria 
across  North  Carolina. 

• Forty-three  counties  in  North  Carolina  issued  in- 
dustrial revenue  bonds  totaling  $300.2  million  for  96 
projects,  resulting  in  the  creation  of  8,960  jobs  and  the 
saving  of  4,399  jobs. 

• The  North  Carolina  Cash  Management  Trust  Fund,  a 
mutual  fund  designed  for  North  Carolina  local  govern- 
ment entities,  became  operational  in  September  1982, 
and  by  the  end  of  the  year  had  282  participants. 

• A pilot  program,  the  Governmental  Moneys  Transfer 
System,  was  started  under  which  local  governments  will 
be  able  to  receive  all  moneys  transmitted  from  the  State 
by  wire  transfer,  thus  reducing  float  losses. 

• The  Division  negotiated  a sale  of  $1.1  billion  for  the 
N.C.  Municipal  Power  Agencies  to  assist  in  financing  the 
ownership  of  power- generating  facilities,  enabling  its 
member  cities  to  reduce  power  costs  to  households  by 
more  than  10%. 

• The  Division  assisted  in  drafting  legislation  and  took 
appropriate  action  to  allow  North  Carolina  governmen- 
tal entities  to  issue  bonds  in  registered  form  under  the 
regulations  of  the  Tax  Equity  and  Fiscal  Responsibility 
Act  of  1982  (TEFRA). 

• On  behalf  of  the  North  Carolina  Housing  Finance 
Agency,  the  Division  sold  $2.3  million  of  bonds  for  the 
new  Home  Improvement  Loan  Program,  the  proceeds 
being  used  for  approximately  300  homeowner  loans  at 
an  interest  rate  significantly  below  the  conventional  rate. 

Tax  Exempt  Bonds  in  General 

Tax  exempt  bonds  have  traditionally  been  used  by 
the  State  and  local  governments  to  finance  the  con- 
struction of  public  facilities  such  as  schools,  roads, 
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sewers,  water  systems,  office  buildings,  parks  and 
libraries.  General  obligation  debt  for  traditional 
public  purposes  has  risen  from  $2,078,345,754  in  1977 
to  $2,776,821,497  in  1983,  a growth  of  33.6  percent. 
In  recent  times,  there  has  been  a marked  trend  toward 
using  the  tax  exempt  bonding  authority  for  what  have, 
in  the  past,  been  thought  of  as  private  purposes.  These 
purposes  include  low-income  housing  mortgages,  in- 
dustrial and  pollution  control  facilities  and  equip- 
ment, health  care  facilities  and  equipment,  and  elec- 
tric power  generating  facilities.  Since  1977,  most  of 
the  growth  in  State  and  local  borrowing  in  North 
Carolina  has  been  for  these  semi-private  purposes;  the 
total  outstanding  debt  for  special  purposes  has  in- 
creased from  $297,008,867  in  1977  to  $4,616,385,553 
in  1983,  a growth  of  1,454  percent. 

Basic  Functions 

Debt  Management  — The  Division,  under  the 
direction  of  the  State  Treasurer,  issues  and  monitors 
all  State  debt  secured  by  a pledge  of  the  taxing  power 
of  the  State.  After  the  approval  of  the  bond  issue,  the 
Division,  with  the  assistance  of  other  State  agencies, 
determines  the  cash  needs,  plans  for  the  repayment  of 
debt  (maturity  schedules)  and  schedules  bond  sales  at 
the  most  appropriate  time.  An  Official  Statement 
describing  the  bond  issue,  and  other  required 
disclosures  about  the  State,  is  prepared  with  the  advice 
and  cooperation  of  bond  counsel.  Finally,  the  Division 
handles  the  actual  sale  and  delivery  of  the  bonds, 
maintains  the  State  bond  records  and  register  of  bonds 
and  monitors  the  debt  service  payments.  At  June  30, 
1983,  authorized  and  unissued  general  obligation 
bonds  for  the  State  amounted  to  $46,000,000  and 
general  obligation  bonds  outstanding  amounted  to 
$937,400,000.  See  Schedule  H-2. 

In  addition,  the  Division  is  responsible  for  the 
authorization  and  sale  of  revenue  bonds  for  the  North 
Carolina  Medical  Care  Commission,  the  Public  Power 
Agencies  and  the  North  Carolina  Housing  Finance 
Agency.  These  bonds  are  secured  only  by  the  specific 
revenues  pledged  in  payment  thereof.  The  staff  works 
with  the  agency  personnel  in  determining  the  feasi- 
bility and  scheduling  of  the  offering,  in  structuring  the 
issue  and  underlying  security  documents,  and  in 
preparing  the  data  which  must  be  presented  to  the 
Local  Government  Commission  for  its  approval  of  the 
authorization  and  sale. 

The  Division  assists  the  State  Treasurer  in  represen- 
ting the  State  in  all  presentations  to  Moody’s  Investor 
Service,  Inc.,  and  Standard  and  Poor’s  Corporation, 
the  two  national  bond  rating  agencies  used  by  the 
State  and  local  governmental  units  in  North  Carolina. 
As  a result  of  the  efforts  of  the  State  Treasurer,  North 
Carolina  continues  to  have  a “Triple- A”  rating,  the 
highest  rating  attainable.  This  favorable  rating  has 
enabled  the  State  to  sell  its  bonds  at  an  interest  rate 
considerably  below  the  Bond  Buyer’s  Index,  thereby 
providing  tremendous  savings  to  North  Carolina’s  tax- 


payers. The  estimated  savings  on  the  $90  million  State 
bonds  sold  during  this  fiscal  year  will  approximate 
$12,714,300  over  the  life  of  the  bonds. 

Probably  the  most  important  function  of  the  Com- 
mission is  the  approval,  sale  and  delivery  of  all  North 
Carolina  local  government  bonds  and  notes.  The  Divi- 
sion staff  counsels  and  assists  the  local  governmental 
units  in  determining  the  necessity  of  the  project,  size  of 
the  issue,  and  the  most  expedient  form  of  financing.  A 
review  is  made  of  the  debt  management  policies  of  the 
unit,  the  effect  of  the  financing  on  the  tax  rate,  and  the 
unit’s  compliance  with  the  Local  Government  Budget 
and  Fiscal  Control  Act.  Sale  dates  are  scheduled 
depending  on  the  need  for  the  money,  the  anticipated 
interest  rates,  and  at  times  when  the  bonds  can  be  sold 
with  a minimum  of  competition.  The  staff  strives  to 
resolve  all  problems  and  determine  that  all  statutory 
requirements  are  met  before  applications  are 
presented  to  the  Local  Government  Commission  for 
approval. 

After  approval  is  granted,  the  governmental  unit 
and  its  bond  counsel  assist  the  staff  in  gathering  and 
assembling  information  for  an  official  statement 
which  is  mailed  to  a large  group  of  investment  bankers 
nationwide.  The  general  obligation  bonds  are  serial 
bonds  and  are  awarded  through  the  competitive  bid 
process  on  the  basis  of  lowest  total  net  interest  cost  to 
the  governmental  unit. 

After  the  sale,  the  staff  delivers  and  validates  the 
definitive  bonds  and  sees  that  the  moneys  are  promptly 
transferred  from  the  buying  brokers  to  the  governmen- 
tal unit. 

In  addition  to  bond  sales,  the  staff  assists  the  units  in 
selling  certain  short-term  debt  obligations.  These  may 
be  bond  anticipation  notes  to  provide  interim  funding 
of  projects  until  the  definitive  bonds  are  sold,  or  other 
notes  secured  by  specific  pledges  of  taxes,  grants  or 
future  revenues.  Authorization  for  short-term  debt 
obligations  is  also  based  upon  Local  Government 
Commission  approval. 

Debt  records  are  maintained  for  all  units  on  prin- 
cipal and  interest  payments  coming  due  in  the  current 
and  future  years.  Through  a system  of  monthly 
reports,  all  debt  service  payments  are  monitored. 

At  June  30,  1983,  authorized  and  unissued  general 
obligation  bonds  for  local  governments  amounted  to 
$299,570,900,  and  general  obligation  bonds  outstand- 
ing amounted  to  $1,765,552,546.  (See  Exhibit  H). 
During  1982-83,  bonds  and  potes  were  sold  in  the 
amount  of  $284,397,900.  This  is  more  fully  described 
in  Chart  8.  Of  the  $172,939,100  general  obligation 
bonds  marketed  for  local  units,  $30,629,100  were  sold 
to  governmental  agencies.  The  remaining 
$142,310,000  were  sold  at  interest  rates  averaging  ap- 
proximately 70  points  below  the  national  average  (ac- 
cording to  the  Bond  Buyer’s  Index),  thus  saving  the 
local  units  approximately  $1  million  in  interest  costs 
for  the  first  year.  Over  the  life  of  these  bonds  the 
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issuers  are  expected  to  save  in  excess  of  $12.8  million  in  bond  rating  of  the  State  and  local  units  and  in 
interest  costs.  This  is  a result,  in  part,  of  the  Division’s  monitoring  the  fiscal  soundness  of  the  individual  local 
successful  efforts  in  maintaining  and  upgrading  the  units. 

Chart  8 

PURPOSES  FOR  WHICH  LOCAL  GOVERNMENTS 
SOLD  BONDS  AND  NOTES 

Fiscal  Year  1982-83 


Total 


Schools 

Utilities 

Other 

No. 

Amount 

G.  O.  Bonds 

Counties 

. . $16,000,000 

$ 5,935,000 

$20,745,000 

11 

$ 42,680,000 

Cities  and  towns 

. . — 

65,099,100 

32,070,000 

42 

97,169,100 

Districts 

— 

3,090,000 

30,000,000 

7 

33,090,000 

Total  G.  O.  Bonds 

. . 16,000,000 

74,124,100 

82,815,000 

60 

172,939,100 

Revenue  Bonds 

Counties 

— 

— 

14,150,000 

2 

14,150,000 

Districts 

. . 

— 

12,470,000 

1 

12,470,000 

Authorities 

— 

• 

24,250,000 

1 

24,250,000 

Total  Revenue  Bonds  

— 

— 

50,870,000 

4 

50,870,000 

Notes 

Bond  anticipation 

47 

57,588,800 

Tax  anticipation 

1 

3,000,000 

Total  Notes 

48 

60,588,800 

Total  Bonds  and  Notes  . . 

. . 

112 

$284,397,900 

The  Division  staff  also  assists  in  the  sale  of  revenue 
bonds  which  must  have  Commission  approval  in  order 
to  be  issued  by  municipalities,  joint  municipal  electric 
power  agencies,  county  industrial  facilities  and  pollu- 


tion control  financing  authorities.  These  bonds  are 
secured  only  by  specific  revenues  pledged  in  payment 
thereof.  See  Chart  9. 
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DEBT  MANAGEMENT  ACTIVITIES 

(In  Millions  of  Dollars) 


Chart  9 


FY  1980  - 81  FY  1981  - 82  FY  1982  - 83 


No. 

Amt. 

No. 

Amt. 

No.  Amt. 

Bonds  Sold  for  State 

General  Fund 

1 

$ 45.0 

1 

$ 25.0 

1 

$ 90.0 

Highway  Fund 

1 

105.0 

— 

75.0 

— 

— 

Total 

2 

150.0 

1 

100.0 

1 

90.0 

Bonds  and  Notes  Sold  for  Local  Governmental 
Units: 

G.  0.  Bonds 

. . 51 

188.5 

52 

192.9 

60 

172.9 

Revenue  Bonds 

— 

4 

10.5 

4 

50.9 

Notes 

. . 63 

87.6 

75 

89.8 

48 

60.6 

Total 

. . 114 

276.1 

131 

293.2 

112 

284.4 

Special  Obligation  Bonds  and  Notes  Sold  for 
Medical  Care  Commission: 

Revenue  Bonds 

5 

36.5 

1 

6.0 

3 

26.6 

Revenue  Anticipation  Notes 

2 

.7 

2 

1.1 

1 

.6 

Sold  for  Housing  Finance  Agency: 

Bonds  

1 

23.9 

2 

82.0 

2 

23.6 

Notes 

— 

1 

7.4 

— 

— 

Sold  for  Power  Agencies: 

Revenue  Bonds 

1 

125.0 

2 

600.0 

3 

1,100.0 

Revenue  Anticipation  Notes 

. . — 

— 

1 

100.0 

1 

137.0 

Sold  for  Industrial  Facility  and  Pollution 

Control  Authorities: 

Revenue  Bonds 

. . 93 

335.0 

108 

295.3 

96 

300.2 

Total  Special  Obligation  Bonds  and  Notes.  . . 

. 102 

521.1 

117 

1,091.8 

106 

1,588.0 

Grand  Total 

, . 218 

$947.2 

249 

$1,485.0 

219 

$1,962.4 

Fiscal  Management  - An  important  function  of 
this  Division  is  monitoring  certain  fiscal  and  accoun- 
ting standards  prescribed  for  local  governmental  units 
by  The  Local  Government  Budget  and  Fiscal  Control 
Act.  As  a part  of  its  role  in  assisting  local  units  and 
monitoring  their  fiscal  programs,  the  Division  pro- 
vides assistance  to  them  in  following  generally  ac- 
cepted accounting  principles  and  good  cash  manage- 
ment practices.  The  Local  Government  Budget  and 
Fiscal  Control  Act  requires  each  unit  of  local  govern- 
ment to  have  its  accounts  audited  annually  by  a cer- 
tified public  accountant  or  by  an  accountant  certified 
by  the  Commission  as  qualified  to  audit  local  govern- 
ment accounts.  Because  of  recent  changes  in  the  field 
of  governmental  accounting,  the  Division  has  had  a 
particularly  complex  task  in  monitoring  the  annual 
audit  reports  for  compliance  with  generally  accepted 


accounting  principles. 

The  Division’s  staff  counsels  the  units  in  treasury 
and  cash  management,  budget  preparation,  and  in- 
vestment policies  and  procedures.  Upon  request,  on- 
site assistance  is  furnished  to  local  governments  in  ad- 
ministering existing  financial  and  accounting  systems, 
as  well  as  aid  in  establishing  new  systems.  Educational 
programs,  in  the  form  of  seminars  or  classes,  are  also 
provided  in  order  to  accomplish  these  tasks.  The  staff 
members  make  presentations  throughout  the  year  at 
various  workshops  sponsored  by  the  Institute  of 
Government,  the  finance  officers’  associations,  and 
numerous  other  county,  municipal,  and  school 
organizations. 

Continued  assistance  is  provided  to  the  independent 
auditors  of  local  governments,  particularly  in  the  area 
of  professional  education.  The  staff  helped  to  prepare 
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and  update  two  continuing  professional  education 
courses  in  governmental  accounting.  Each  was 
presented  several  times  to  independent  auditors 
through  the  auspices  of  the  North  Carolina  Association 
of  Certified  Public  Accountants. 

Significant  Accomplishments 

Debt  Management 

Special  Airport  Tax  District:  Bonds  in  the  amount 
of  $30  million  were  sold  for  the  Special  Airport  District 
of  Durham  and  Wake  Counties  created  by  1979 
legislation.  Representatives  of  the  Division  assisted  in 
preparing  and  presenting  information  to  the  two  na- 
tional rating  agencies  from  which  Triple  A bond 
ratings  were  received.  By  issuing  general  obligation 
bonds  instead  of  revenue  bonds  for  the  Raleigh- 
Durham  airport,  several  million  dollars  will  be  saved 
over  the  life  of  the  bonds  because  of  the  lower  interest 
rate  paid  on  higher-rated  general  obligation  bonds. 

Home  Improvement  Loan  Program:  This  new  pro- 
gram, established  for  the  North  Carolina  Housing 
Finance  Agency,  represents  a joint  effort  by  the  Divi- 
sion, the  Finance  Agency,  a bank,  an  insurance  com- 
pany and  local  community  development  agencies.  The 
Division  sold  $2.3  million  of  bonds,  the  proceeds  being 
used  for  approximately  300  loans  to  homeowners 
located  in  10  cities  and  towns.  Community  Develop- 
ment Block  Grant  funds  were  used  to  subsidize  some  of 
the  mortgages  which  made  it  possible  to  make  loans 
with  interest  rates  ranging  from  one  percent  to  11.9 
percent  at  a time  when  conventional  home  improve- 
ment loans  ranged  from  16  to  18  percent.  Revenue 
bonds  for  other  programs  of  the  Housing  Finance 
Agency  totaling  $21.3  million  were  sold  during  the 
year. 

Registered  Municipal  Obligations:  As  a result  of 
the  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982 
(TEFRA),  North  Carolina  and  its  political  subdivi- 
sions will  be  required  to  issue  debt  obligations  in 
registered  form  after  July  1,  1983.  In  preparation  for 
this  day,  new  statutory  provisions  were  enacted  in 
G.S.  159E  to  authorize  systems  of  registration  for  the 
State  and  its  cities  and  counties.  The  Local  Govern- 
ment Commission  must  approve  all  systems  of  registra- 
tion. Because  in  a registered  environment  it  will  be  im- 
portant that  municipal  bond  ownership  be  transferred 
rapidly  and  freely,  the  Division  also  issued  a Request 
For  Proposal  (RFP)  for  a Registrar  and  Transfer  Agent 
for  the  State.  Following  the  competitive  bid  process, 
Chase  Manhattan  Bank  was  selected  as  the  State’s 
Registrar.  Chase  has  also  agreed  to  offer  market  com- 
petitive Registrar,  Transfer  Agent  and  Paying  Agent 
services  to  local  units  of  government  according  to  fees 
determined  in  their  contracts  with  the  State. 

Debt  Management  Procedures  for  Industrial 
Revenue  Bonds:  The  staff  upgraded  the  procedures 
used  to  obtain  current  information  on  the  outstanding 
balances  of  each  industrial  revenue  bond  issued  since 


1976.  As  a result,  the  Division  will  have  a record  of  the 
outstanding  balances  of  each  bond  issue  and  a 
monitoring  system  for  notification  of  delinquent 
payments. 

Industrial  Revenue  Bond  Program:  Since  1976,  in- 
dustrial expansion  in  the  State  has  been  aided  by 
County  Industrial  Facilities  and  Pollution  Control 
Financing  Authorities  which  issue  bonds  on  behalf  of 
private  industry.  These  bonds  continue  to  be  attractive 
to  industry  because  of  lower  interest  rates.  In  1982-83 
forty-three  counties  issued  industrial  revenue  bonds 
totaling  $300.2  million,  creating  8,960  jobs  and  saving 
4,399  jobs.  Issuance  of  these  bonds  enables  the  State  to 
maintain  a competitive  balance  with  other  states  in  at- 
tracting new  jobs  and  increasing  property  valuations. 

Municipal  Power  Agencies:  The  division  marketed 
revenue  bonds  amounting  to  $1.1  billion  for  the  two 
Municipal  Power  Agencies  to  finance  a portion  of  the 
ownership  costs  of  power-generating  facilities.  North 
Carolina  Eastern  Municipal  Power  Agency  became 
operational  on  January  1,  and  became  the  wholesale 
power  supplier  for  its  32  member  cities.  The  savings  in 
power  costs  allowed  some  cities  to  reduce  power  costs 
to  households  by  more  than  10%.  North  Carolina 
Municipal  Power  Agency  #1,  through  the  Power  Sales 
Agreement  in  its  contract  with  Duke  Power  Company, 
made  plans  to  begin  distributing  power  to  its  19 
member  cities  on  July  1,  1983. 

Bond  Ratings:  While  bond  ratings  are  being 
downgraded  for  many  governmental  units  across  the 
country,  North  Carolina  governmental  units  have 
maintained  their  ratings  and  in  many  instances 
upgraded  them.  Durham  and  Wake  Counties  were 
upgraded  to  Triple  A by  Standard  and  Poor’s  Corpora- 
tion. As  previously  mentioned,  Triple  A ratings  were 
assigned  by  both  Moody’s  Investors  Services  and  Stan- 
dard and  Poor’s  to  the  Special  Airport  District  of 
Durham  and  Wake  Counties.  A Triple  A rating  was 
also  maintained  with  both  agencies  for  the  State  of 
North  Carolina,  the  City  of  Charlotte,  Mecklenburg 
County  and  the  City  of  Raleigh.  The  Division  con- 
stantly monitors  the  bond  ratings  of  North  Carolina 
governmental  units  and  plays  an  important  role  in 
assisting  units  in  making  presentation  to  the  rating 
agencies. 

Fiscal  Management 

Audit/Budget  Reviews:  Extensive  financial  analy- 
ses were  made  and  documented  on  all  audit  reports  to 
assess  both  the  financial  condition  of  the  unit  and  its 
budgetary  compliance  with  North  Carolina  general 
statutes.  Letters  were  written  to  172  units  either  not  in 
compliance  with  general  statutes  or  experiencing 
financial  difficulties.  This  was  the  first  year  all  audit 
reports  were  reviewed. 

Official  Statement  Format  Revision:  The  format  of 
the  financial  section  of  the  official  statement  was  re- 
vised. The  financial  data  in  the  circular  are  the  ex- 
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hibits  lifted  from  the  General  Purpose  Financial 
Statements  of  the  unit  and  the  notes  thereto,  presented 
in  accordance  with  generally  accepted  accounting 
principles.  Supplementary  compiled  information  for 
three  years  is  supplied  for  comparative  purposes. 

Investment  Earnings:  A comparative  analysis  of  in- 
vestment earnings  within  population  groups  was  made 
for  the  fiscal  year  ended  June  30,  1982.  Letters  were 
sent  to  those  cities  and  counties  which  had  relatively 
low  interest  income.  These  letters  emphasized  both 
management  and  investment -practices  which  could  be 
improved  by  the  unit. 

Mutual  Fund  for  Local  Government  Investment: 
The  North  Carolina  Cash  Management  Trust,  a 
mutual  fund  specifically  designed  for  North  Carolina 
units  of  government  and  public  authorities,  became 
operational  in  September,  1982.  This  vehicle  offers 
local  governmental  units  a safe,  very  liquid  and 
relatively  high  yielding  short  term  investment  for  their 
idle  funds.  In  the  first  five  months  of  operating,  the 
assets  of  the  Trust  exceeded  one  hundred  million 
dollars  ($100,000,000.00).  By  the  end  of  the  year  there 
were  282  participants  with  more  than  five  hundred 
(500)  accounts.  In  addition,  many  other  financial  pro- 
viders (commercial  banks  and  savings  and  loans 
associations)  have  been  more  competitive  for  public 
funds  as  a result  of  the  existence  of  the  Trust. 

Governmental  Moneys  Transfer  System  (GMTS):  A 
pilot  program  was  begun  with  five  cities  and  five 
counties  to  establish  a more  efficient  method  to  handle 
transfers  of  money  between  State  and  local  govern- 
ments. Once  the  pilot  phase  is  completed  and  the  pro- 
gram is  fully  implemented,  any  unit  of  government 
will  have  the  option  of  transferring  and  receiving 
moneys  between  itself  and  the  State  by  wire,  on 
established  dates.  These  moneys  will  remain  invested, 
since  transfers  will  be  through  the  North  Carolina 
Cash  Management  Trust  (NCCMT).  Float  losses  will 
be  reduced  and  the  uncertainty  of  when  moneys  will 
be  received  will  be  removed. 

Reporting  Entity  - NCGA  Statement  3:  An  analysis 
of  NCGA  Statement  3 was  completed.  This  statement 
establishes  criteria  for  defining  the  governmental 
reporting  entity,  to  specify  the  organizations  which 
should  be  included  in  the  general  purpose  financial 
statements.  For  consistent  application  in  North 
Carolina,  the  Fiscal  Management  staff  organized  a 
task  force  of  representatives  from  organizations  in 
North  Carolina  interested  in,  or  affected  by,  this  State- 
ment, and  applied  the  criteria  in  Statement  3 to  cer- 
tain North  Carolina  entities.  The  joint  study  identified 
several  organizations  as  separate  entities  for  reporting 
purposes  and  others  for  inclusion  in  another  reporting 
entity’s  financial  statements.  The  findings  of  this  joint 
study  were  distributed  in  a memo  to  all  finance  of- 
ficers and  their  independent  auditors. 

Schools:  The  Division  participated  as  program 
speakers  in  the  first  annual  School  Business  Officials’ 


Conference  and  several  regional  meetings  for  school 
business  officials.  At  the  Division’s  suggestion,  a 
technical  review  committee  was  established  for 
reviewing  the  illustrative  financial  statements  for 
schools,  and  other  technical  publications  having  an 
impact  on  the  schools.  The  Division  also  worked  close- 
ly with  the  Controller’s  office  and  the  State  Auditor’s 
office  in  implementing  the  single  audit  concept  and 
full  disclosure  of  the  public  school  system  in  North 
Carolina. 

Projects  in  Progress 

Budgeting  for  Local  Governments:  The  Budget 
Preparation  Procedure  in  the  UAS  Manual  has  been 
updated  and  will  be  distributed  during  the  year  with  a 
sample  budget  for  a county  and  a municipality.  We 
plan  to  conduct  regional  budgeting  workshops 
throughout  North  Carolina  at  community  colleges  or 
Council  of  Governments. 

Illustrative  Financial  Statements:  The  illustrative 
financial  statements  for  a city  and  county  are  in  the 
process  of  being  updated  and  revised,  incorporating 
the  effects  of  NCGA  Statement  3 and  the  Single  Audit 
Concept.  The  illustrative  financial  statements  for 
schools  will  also  reflect  the  single  audit. 

Governmental  Accounting  Bulletin:  The  Division 
plans  to  prepare  and  distribute  to  local  units  and  in- 
dependent auditors  current  information  on  develop- 
ments in  governmental  accounting  such  as  summaries 
of  new  NCGA  statements. 

Improvements  in  Internal  Control  and  Accounting 
Systems:  The  staff  is  in  the  process  of  writing  a 
publication  on  ways  to  improve  internal  controls  in 
small  units  of  government.  In  conjunction  with  this,  a 
simplified  accounting  system  for  small  units  is  also  be- 
ing developed. 

School  Procedures  Manual:  The  School  Procedures 
Manual  is  being  updated  to  include  a new  procedure 
relating  to  the  individual  schools. 

Accounting  Programs:  The  Division  is  planning, 
with  the  Institute  of  Government  and  Public  Finance 
Officers  Association,  a series  of  accounting  programs 
for  finance  officers  of  local  governments.  The  program 
plan  is  to  upgrade  the  technical  competence  of  finance 
officers  and  upon  successful  completion  of  the  cur- 
riculum, to  issue  a certificate  to  the  participants.  The 
program  will  also  establish  a continuing  education  re- 
quirement to  keep  the  certificate. 

North  Carolina  Energy  Development  Authority: 
The  North  Carolina  Energy  Development  Authority 
was  created  during  the  1983  Legislative  Session  to  en- 
courage good  management  of  solid  waste  and  conser- 
vation of  natural  resources.  The  Authority  may  sell 
revenue  bonds,  with  the  approval  of  the  Local 
Government  Commission.  At  the  present  time,  the 
Authority  is  beginning  to  plan  its  future  needs  and 
goals  and  the  Local  Government  Commission  staff  is 
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preparing  to  ensure  the  proper  placement  of  these 
bonds. 

Expansion  of  Computer  Program  for  Debt  Service 
Requirements:  Current  marketing  and  financing  in- 
novations and  a need  for  expanded  services  have 
necessitated  revisions  and  expansions  of  the  debt  ser- 
vice computer  program.  New  programs  are  planned  to 
accommodate  principal  payments  other  than  on  the 
traditional  annual  basis;  to  accommodate  variable  in- 
terest rates;  and  to  prepare  debt  service  maturity 
schedules. 

Committee  on  Lease-Purchasing:  As  a result  of  a 
Lease-Purchase  Conference  held  by  the  Local  Govern- 
ment Commission  staff,  a committee  was  formed  by 
the  Institute  of  Government  to  study  leasing  alter- 
natives. Representatives  of  the  Institute,  Local 
Government  Commission  staff  and  local  governments 
are  developing  a model  lease  purchase  agreement  that 
conforms  to  North  Carolina  law  and  practice.  This 
committee  also  intends  to  consider  possible  law 
changes  to  improve  the  proper  utilization  of  leasing 
techniques. 

Exhibit  H and  supporting  schedules  are  integral 
parts  of  this  report  concerning  the  State  and  Local 
Government  Finance  Division. 
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Retirement  Systems 
Division 


The  Retirement  Systems  Division  of  the  Depart- 
ment of  State  Treasurer  provides  North  Carolina’s 
public  employees  with  retirement  allowances  as  de- 
ferred payments  of  salary,  and  other  fringe  benefits  as 
part  of  a total  package  of  compensation.  This  package 
is  designed  to  aid  in  the  recruitment  and  retention  of 
competent  employees  in  the  public  service.  It  also  adds 
to  the  efficiency  of  public  employees  by  giving  them  a 
measure  of  freedom  from  the  apprehension  of  old  age 
and  disability.  The  organizational  structure  below 
shows  the  functional  arrangement  of  the  tasks  per- 
formed in  this  Division. 

Table  of  Organization 


Operational  Highlights 

• Prepared,  printed  and  distributed  revised  employee 
benefits  booklets  to  reflect  law  changes  enacted  in  the 
1981  and  1982  Sessions  of  the  General  Assembly. 

• Instituted  federal  tax  withholding  from  retirement 
allowances  and  lump-sum  distributions  required  effective 
January  1,  1983  by  an  act  of  Congress  called  the  Tax 
Equity  and  Fiscal  Responsibility  Act  of  1 982. 


• Acquired  and  installed  a computer  program  called 
BENCAL  to  calculate  retirement  allowances  for 
members  of  the  Teachers’  and  State  Employees’  Retire- 
ment System  which  increases  productivity  and  negates 
the  traditional  need  for  overtime  work  during  the  school 
year-end  for  new  retirements. 

• Prepared  and  submitted  two  reports,  together  with 
draft  legislation,  to  the  1983  Session  of  the  General 
Assembly  on  I.R.S.  qualification  issues  regarding  the 
Law  Enforcement  Officers’  Retirement  System  and  the 
judicial  group  systems  which  resulted  in  enactment  of 
legislation  to  enhance  the  possibility  of  tax  sheltering 
members’  contributions  to  these  systems  from  current  in- 
come. 

• Assisted  members  and  committees  of  the  1983  Session 
of  the  General  Assembly  in  consideration  of  proposed 
legislation,  and  over  40  introduced  bills,  affecting  the 
retirement  systems  and  other  benefit  plans. 

• Assisted  in  the  transition  of  the  State’s  health  care 
benefits  program  from  an  insurance  contract  with  Blue 
Cross  and  Blue  Shield  to  a self-insurance  plan  ad- 
ministered by  EDS  Federal  Corporation  and  the  transfer 
of  contractual  responsibilities  from  this  Division  to  the 
Office  of  State  Budget. 

• Employed  and  trained  six  individuals  in  per- 
manent/time limited  positions  for  a concentrated  effort  to 
complete  the  conversion  of  biographical  and  service 
history  data  from  physical  records  to  a computer  base  for 
the  Teachers’  and  State  Employees’  Retirement  System 
within  a two  year  period. 

Basic  Functions 

It  is  the  responsibility  of  the  Division  to  administer 
the  several  retirement  systems  and  benefit  programs 
with  policies  that  answer  to  two  constituencies.  The 
first  is  the  people  of  North  Carolina  who  demand 
honest,  efficient  and  useful  expenditure  of  their  tax 
dollars.  The  second  is  our  more  than  300,000  active 
and  retired  public  employees  who  demand  the  same 
honest  and  efficient  use  of  their  contributions,  and  a 
just  reward  for  their  services  to  the  people  of  North 
Carolina. 


29 


The  retirement  plans  administered  by  the  Division 
are: 

• Teachers’  and  State  Employees’  Retirement  System 

• Local  Governmental  Employees’  Retirement 
System 

• Law  Enforcement  Officers’  Retirement  System 

• Uniform  fudicial  Retirement  System 

• Uniform  Solicitorial  Retirement  System 

• Uniform  Clerks  of  Superior  Court  Retirement 
System 

The  systems  are  governed  by  three  boards.  The 
State  Treasurer  is  ex  officio  Chairman  of  each  board. 
There  is  the  Board  of  Trustees  of  the  Teachers’  and 
State  Employees’  Retirement  System  composed  of  thir- 
teen active  and  retired  employees,  and  public 
members.  The  Board  of  Trustees  of  the  Local  Govern- 
mental Employees’  Retirement  System,  although 
legally  separate,  has  the  same  thirteen  members  plus 
two  members  representing  local  governments.  The 
Board  of  Trustees  of  the  Law  Enforcement  Officers’ 
Retirement  System  is  distinct  from  the  other  boards 
and  is  composed  of  nine  active  and  retired  law  en- 
forcement officers,  and  public  citizens. 

In  addition  to  the  retirement  plans  administered  by 
this  Division,  it  is  also  responsible  for  administration 
of: 

• Public  Employees’  Social  Security  Agency 

• Disability  Salary  Continuation  Plan 

• Legislative  Retirement  Fund 

• National  Guard  Pension  Plan 

• Teachers  and  State  Employees’  Benefit  Trust 

The  administrative  expenses  of  the  Division  are  paid 
by  receipts  from  the  retirement  systems  based  on  a 
percentage  charge  which  is  based  on  the  number  of 
members  in  each  system  to  the  total  members  in  all 
systems. 

All  retirement  systems  and  benefits  programs  in  the 
Division  are  operated  on  a calendar  year,  rather  than 
the  State’s  fiscal  year,  basis.  For  this  reason,  all  data 
shown  for  the  Division  are  for  the  captioned  calendar 
year  ending  December  31. 

The  Director  and  his  immediate  staff  are  responsi- 
ble for  the  overall  general  operation  of  the  Division 
and  carry  out  the  policies  and  directives  of  the  State 
Treasurer  and  the  various  governing  boards.  They 
provide  assistance  to  legislators  and  committees  of  the 
General  Assembly,  respond  to  news  media  inquiries, 
act  on  administrative  appeals  by  individual  members 
of  the  retirement  systems,  work  with  associations  and 
organizations  of  employees  and  employers,  and  pro- 
vide information  to  State  departments,  agencies  and 
institutions  and  local  governments.  The  staff  also  per- 
forms planning  and  research  functions  and  directs 
special  projects. 


Significant  Accomplishments 

Legislation  in  the  1983  Session 

Much  of  the  work  of  the  Director  and  his  staff  dur- 
ing 1983  revolved  around  legislation  introduced  in  the 
1983  Regular  Session  of  the  General  Assembly. 
Legislation  was  drafted  and  actuarial  notes  acquired 
for  over  40  bills  on  retirement  and  related  benefits. 
Important  legislation  was  enacted  restructuring  the 
Law  Enforcement  Officers’  Retirement  System  in  such 
a manner  as  to  cause  this  system  to  become  a qualified 
employees’  trust  under  Section  401(a)  of  the  Internal 
Revenue  Code,  which  is  described  further  under  the 
Employer  Contributions  Tax  Shelter  portion  of  this 
report.  Legislation  with  the  greatest  impact  on  the  ad- 
ministration of  the  Division  and  the  cost  thereof  was  a 
provision  permitting  the  purchase  of  temporary  State 
employment  as  creditable  service  in  the  State  system 
and  for  leaves  of  absence  while  receiving  Worker’s 
Compensation  benefits  as  creditable  service  in  the 
State,  Local  and  Law  Enforcement  Officers’  systems. 
Reform-type  legislation  was  enacted  restricting  the 
amount  of  retirement  allowances  paid  to  retirees  in  the 
State  and  Local  Systems  who  are  reemployed  as  less 
than  permanent  full-time  employees  under  the  same 
system  paying  their  retirement  allowances,  and  to  pro- 
hibit membership  in  the  State  system  for  new 
employees  of  certain  teacher  and  employee  associa- 
tions, not-for-profit  corporations  and  licensing/ex- 
amining boards. 

Tax  Equity  and  Fiscal  Responsibility  Act  of  1 982 

The  United  States  Congress  passed,  and  the  Presi- 
dent signed,  on  September  3,  1982,  the  Tax  Equity 
and  Fiscal  Responsibility  Act  (TEFRA).  Among  other 
things,  TEFRA  requires  retirement  and  pension  plans 
to  begin  withholding  federal  income  tax  from  retire- 
ment allowances  and  lump-sum  distributions  paid 
from  the  plans  effective  January  1,  1983.  The  Internal 
Revenue  Service  did  not  issue  temporary  regulations 
until  October  14,  1983.  Previous  to  this  act,  the  retire- 
ment systems  had  in  place  procedures  for  voluntary  tax 
withholding,  but  TEFRA  required  withholding  unless 
the  retiree  or  recipient  of  a distribution  made  an  elec- 
tion not  to  have  tax  withheld.  This  meant  that  the 
Division  had  to  communicate  with  over  57,000 
retirees,  explain  the  new  law  and  ask  them  to  complete 
a federal  income  tax  withholding  certificate,  similar  to 
the  W-4  form  utilized  by  a working  employee.  While 
this  was  taking  place,  and  to  meet  the  January 
deadline,  the  Division  proceeded  to  convert  all  these 
retirees’  data  regarding  the  cost  of  annuity  to  a com- 
puter base  in  order  to  be  able  to  calculate  each  retiree’s 
taxable  income.  Only  then  could  the  Division  apply 
the  withholding  tables,  determine  the  tax,  withhold 
and  then  report  to  the  Internal  Revenue  Service.  With 
the  aid  of  five  temporary  employees  and  the  diversion 
of  many  other  employees  from  normal  tasks,  the  Divi- 
sion was  able  to  comply  with  TEFRA  by  the  deadline. 
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The  compliance  cost  to  the  Division  was  paid  from  the 
systems’  trust  funds,  and  amounted  to  over  $80,000. 

Revised  Employee  Benefits  Booklets 

The  Division  revised  the  employee  benefits  booklets 
for  the  State,  Local  and  Law  Enforcement  Officers’ 
Systems  to  reflect  law  changes  made  in  the  1981  and 
1982  Sessions  of  the  General  Assembly  and  to  rear- 
range the  order  of  presentation  in  the  booklets  for 
simpler  reading.  Over  375,000  booklets  were  printed 
and  sent  to  employers  for  distribution  to  the  systems’ 
members. 

Employee  Contributions  Tax  Shelter 

The  June  1982  Session  of  the  General  Assembly 
enacted  legislation  causing  a “pick  up”  of  employees’ 
contributions  by  employers  under  Section  414(h)(2)  of 
the  Internal  Revenue  Code  for  qualified  governmental 
plans.  The  State  and  Local  systems  were  the  only 
qualified  plans  in  the  State  at  that  time.  This  shelter- 
ing of  contributions  from  current  income  taxes  was  im- 
plemented across  the  board  for  all  members  of  the 
State  system  in  July  1982.  For  several  months  after 
that  time,  employers  participating  in  the  Local  system 
were  made  aware  of  their  opportunity  to  elect  this  pro- 
vision for  their  employees,  agreements  were  prepared 
and  sent  to  these  employers,  and  the  tax  sheltering  put 
in  place.  The  1982  legislation  included  a requirement 
that  the  boards  governing  the  Law  Enforcement  Of- 
ficers’ Benefit  and  Retirement  Fund  and  the  judicial 
group  of  retirement  systems  report  to  the  1983  Session 
of  the  General  Assembly  on  those  changes  in  State  law 
necessary  to  qualify  as  Section  401(a)  plans  under  the 
Internal  Revenue  Code  and  cause  a tax  sheltering  of 
employees’  contributions  to  these  systems  under  Sec- 
tion 414(h)(2)  of  the  Code.  These  reports,  together 
with  draft  legislation,  were  prepared  by  the  Director 
and  Division’s  staff,  adopted  by  the  boards  of  trustees 
and  presented  to  the  1983  Session  of  the  General 
Assembly.  The  draft  legislation  was  introduced  and 
then  enacted  by  the  General  Assembly.  The  Division 
then  filed  Forms  5300  and  5302,  along  with  suppor- 
ting documents  and  materials,  with  the  Internal 
Revenue  Service  for  a determination  of  whether  the 
newly  restructured  Law  Enforcement  Officers’  Retire- 
ment System  and  the  three  judicial  systems,  amended 
only  relative  to  the  tax  sheltering,  were  qualified  Sec- 
tion 401(a)  plans.  (Note:  The  Uniform  Judicial,  Clerks 
of  Superior  Court  and  Solicitorial  Retirement  Systems 
received  favorable  letters  of  determination  from  the 
Internal  Revenue  Service,  and  members’  contributions 
became  tax  sheltered  on  August  1,  1983  for  the  Judicial 
and  Clerks  of  Superior  Court  Systems  and  on 
September  1,  1983  for  the  Solicitorial  System;  and,  as 
of  the  date  of  writing  this  report,  the  Service  has  not 
ruled  on  the  Law  Enforcement  Officers’  Retirement 
System.) 


State  Health  Care  Benefits  Plan 

The  June  Session  of  the  1982  General  Assembly 
enacted  legislation  causing  the  State’s  health  care 
benefits  plan  to  become  self-insured,  with  contribu- 
tions collected  and  claims  paid  by  a plan  ad- 
ministrator, effective  October  1,  1982.  The  legislation 
also  created  a new  State  board  to  oversee  the  plan  and 
transferred  responsibility  for  staffing  the  new  board 
from  this  Division  to  the  Office  of  State  Budget  and 
Management.  From  July  1 to  October  1,  1982  the 
Division  Director  and  administrative  staff  cooperated 
in  the  transition  from  the  contract  with  Blue  Cross  and 
Blue  Shield  to  the  EDS  Federal  Corporation. 

Benefits  Processing  Section 

This  Section  is  charged  with  the  primary  respon- 
sibility of  calculating  and  paying  retirement  benefits 
and  refunds  for  members.  In  addition,  the  staff  in  this 
Section  calculates  the  cost  to  purchase  service  credits 
(e.g.  military  service,  out-of-state  service,  and  repay- 
ment of  withdrawn  accounts).  They  also  handle  the 
payment  of  death  claims  and  death  benefits. 

The  installation  of  the  BENCAL  computer  program 
for  calculating  retirement  allowances  for  the  State 
system,  as  mentioned  in  the  Highlights  section  of  this 
report,  became  operational  in  June  1983.  This  pro- 
gram has  released  the  equivalent  of  1 1/2  to  2 
employees  in  man  hours  worked.  This  time  is  being 
utilized  in  the  members’  history  data  compilations  and 
calculations  of  members’  service  credit  purchases.  It 
has  also  greatly  increased  the  accuracy  of  retirement 
allowance  calculations,  as  well  as  decreasing  the 
response  time  for  communication  concerning 
members’  benefit  estimates,  and  new  retirements. 
Another  BENCAL  program  is  being  developed  for  the 
Local  system  and  should  be  operational  in  late  1983. 

Data  Control  Section 

This  Section  has  three  functional  components  as 
follows: 

Payroll  Audit:  Processing  incoming  payroll  reports  for 
all  retirement  systems. 

Error  Checking:  Corrections  of  computer  based  er- 
rors. 

Data  Transmittal:  Processing  of  all  data  to  and 
verification  of  reports  from,  the  Department  data  pro- 
cessing/computer group.  Also  included  is  the  proofing 
of  data  processing  registers  for  records,  retirements, 
and  refunds. 

An  effort  to  increase  the  participation  of  retirees 
and  surviving  beneficiaries  in  direct  deposit  of  their 
allowances  in  their  financial  institutions  (Electronic 
Funds  Transfer)  in  1982-83  resulted  in  a 16%  increase 
in  participation  in  the  Local  System  and  a 25%  in- 
crease in  the  State  System. 

Another  achievement  of  this  Section  in  1982-83  was 
the  conversion  of  retirees’  benefits  data  to  a computer 
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base  to  calculate  federal  income  tax  withholding  in 
compliance  with  TEFRA,  as  described  earlier  in  this 
report.  This  function  continues  to  be  maintained  and 
controlled  in  this  Section. 

Primary  responsibility  for  converting  active 
members’  biographical  and  service  history  data  from 
physical  records  to  a computer  base  for  the  State 
system  was  transferred  from  the  Benefits  Processing 
Section  to  this  Section  in  1983.  Six  new  employees 
were  trained,  in  permanent/ time  limited  positions,  for 
a concentrated  effort  to  complete  the  conversion 
within  two  years. 

Accounting  Section 

This  Section  is  responsible  for  the  reporting  and 
depositing  of  funds,  posting  of  data  to  journals  and 
ledgers,  preparation  of  vouchers,  budget  reports  and 
all  external  financial  reporting.  The  three  functional 
components  of  this  Section  are  as  follows: 

Cash  Book  and  Budget  Reports:  Involves  the  prepara- 
tion of  the  receipts  and  disbursements  journals,  budget 
reports  and  vouchers. 

Batch  Posting  and  System  Transfers:  Involves  the 
recording  and  depositing  of  any  special  member  con- 
tributions and  the  transfer  of  funds  between  Systems. 
Deposits  and  Machine  Posting:  Involves  posting  of 
general  and  subsidiary  ledgers  and  the  deposit  of 
funds. 

Member  Services  Section 

This  Section  handles  all  written  and  telephone  com- 
munication with  members  who  have  general  questions 
about  their  accounts.  In  addition,  all  visitors  desiring 
general  information  about  their  retirement  accounts 
are  directed  to  this  Section. 

In  an  effort  to  improve  the  out-of-state  retiree  audit 
procedures  in  the  Division,  the  staff  of  this  Section 
developed  and  implemented  an  agreement  with  a 
private  firm  to  match  a computer  tape  of  the  social 
security  numbers  of  retirees  in  the  State,  Local  and 
Law  Enforcement  Officers’  systems  with  national 
death  records.  Although  a follow-up  has  been  made  in 
each  instance  where  a match  occurred,  no  fraudulent 
payments  to  deceased  retirees  have  been  discovered. 

The  audio-visual  slide  presentation  used  in  the  an- 
nual preretirement  counseling  meetings  was  altered  to 
reflect  legislation  enacted  in  the  June  1982  Session  of 
the  General  Assembly. 

Records  Section 

Maintains  custody  of  all  member  and  unit  files. 

This  Section  completed,  in  1982-83,  the  conversion 
of  Law  Enforcement  Officers’  System  withdrawn 
members’  individual  physical  file  folders  to  microfiche 
for  the  years  1980,  1981  and  1982,  a total  of  4,500 
files.  Also,  the  notices  of  election  of  optional  retire- 
ment program  (option  of  faculty  members  of  the 


university  systems  to  be  members  of  the  Teachers’  In- 
surance Annuity  Association-College  Retirement 
Equity  Fund)  were  converted  to  microfiche.  There 
were  some  5,200  such  notices. 

In  January  1983,  procedures  were  implemented  to 
record  the  designated  beneficiaries  of  members  of  the 
State,  Local  and  Law  Enforcement  Officers’  systems 
on  the  computer.  With  this  enhancement,  named 
beneficiaries  will  appear  on  members’  annual  state- 
ment of  account  and  will  be  displayed  on  video  ter- 
minal inquiries. 

Social  Security  Section 

This  Section  handles  the  reporting  of  wages  subject 
to  Social  Security.  Social  Security  contributions  are 
remitted  to  this  Section  from  covered  employing  units 
across  the  State.  The  contributions  are  transmitted  to 
the  Social  Security  Administration. 

This  Section  developed  procedures  in  1982-83  to  im- 
plement bi-weekly  payments  of  employee  and 
employer  contributions  to  the  Social  Security  Ad- 
ministration as  required  by  new  federal  law  beginning 
January  1,  1984. 

The  Retirement  Systems  and  Trust  Funds 

Actuarial  Valuation 

The  actuarial  valuation  is  the  tool  used  by  an  ac- 
tuary to  assess  the  funding  progress  of  a retirement 
system  and  check  the  adequacy  of  the  contribution 
rates  which  have  been  established  to  fund  the  system. 
An  actuarial  valuation  is,  in  effect,  an  inventory  of  the 
assets  and  liabilities  of  a retirement  system  at  a specific 
point  in  time.  Information  collected  covers  all  of  the 
active  members  and  all  of  the  retired  members  and 
other  beneficiaries  who  are  receiving  benefit 
payments.  In  this  way,  everyone  who  has  been  promis- 
ed a benefit  from  the  system  is  included  in  the  ac- 
tuarial calculations  to  determine  the  present  value  of 
the  system’s  liabilities.  These  liabilities  are  then  com- 
pared to  the  system’s  assets,  and  calculations  are  made 
to  determine  whether  the  contribution  rates  will  be 
adequate  to  fund  the  uncovered  liabilities  in  the  time 
period  originally  established.  Annual  valuations  are 
made  so  as  to  permit  gradual  changes  in  the  contribu- 
tion level  and/or  funding  period  and  keep  the  funding 
on  a proper  course.  The  annual  valuation  is  also  used 
by  the  actuary  to  compare  actual  separation,  compen- 
sation and  investment  experience  with  the  actuarial 
assumptions  used  in  the  valuation  of  the  liabilities  of 
the  system. 

The  actuarial  valuation  balance  sheets  for  each 
retirement  system  are  included  with  the  exhibits.  The 
assets  and  liabilities  are  self-explanatory  for  the  most 
part.  Some  additional  explanations  which  will  be 
helpful  are:  the  Annuity  Savings  Fund  is  the 
“Employee  Reserves;”  the  Pension  Accumulation 
Fund  is  the  total  of  the  “Annuitant  Reserves”  and  the 
“Employer  Reserves;”  and  the  reserve  on  account  of 
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undistributed  gains  is  the  amount  which  may  be  used 
to  reduce  the  liquidation  period,  employer  rate,  or  to 
provide  improved  benefits.  The  Law  Enforcement  Of- 
ficers’ Retirement  System  valuation  balance  sheet  con- 
tains two  additional  items:  the  Special  Annuity  Sav- 
ings Fund,  or  Special  Contribution  Account,  is  the 
fund  to  which  voluntary  additional  contributions  paid 
by  employers  directly  for  employees’  extra  retirement 
allowances,  and  is  shown  together  with  the  “Employee 
Reserve;”  and,  the  Special  Benefit  Fund  is  the  “Special 
Benefit  Reserve”  which  accounts  for  one-third  of  the 
court  cost  receipts  dedicated  to  funding  the  accident, 
sickness  and  death  benefit  program. 

Actuarial  Assumptions 

The  economic  assumptions  used  for  the  actuarial 
valuation  of  all  retirement  systems  are  an  interest  rate 
of  7 1/2%  per  year  and  average  rates  of  salary  increase 
of  7 1/2%  per  year,  varying  at  different  ages.  The 
assumed  rates  for  mortality,  withdrawals,  disabilities 
and  service  retirements  are  based  on  actual  past  ex- 
perience. The  asset  valuation  method  is  based  on  cost 
value. 

Funding  of  the  Systems 

The  six  retirement  systems  described  in  this  report 
are  being  funded  on  a full  actuarial  reserve  basis  and 
use  the  entry  age  normal  cost  method  as  the  actuarial 
cost  approach.  Under  this  entry  age  normal  cost 
method,  the  normal  contribution  percentage  rate  is 
calculated  on  the  basis  of  the  adopted  actuarial 
assumptions  as  the  level  percentage  of  the  compensa- 
tion of  the  average  new  member  which,  if  contributed 
throughout  the  entire  period  of  active  service,  would 
be  sufficient,  together  with  his  contributions,  to  sup- 
port all  the  benefits  payable  on  his  account.  The  ac- 
crued liability  is  the  difference  between  total  liabilities 
and  the  present  value  of  future  normal  cost  contribu- 
tions and  the  members’  future  contributions.  All  ex- 
perience gains  and  losses  are  reflected  in  the  amount  of 
the  unfunded  accrued  liability  and  thereby  affect  the 
period  of  liquidation,  except  the  Local  Governmental 
Employees’  Retirement  System  where  they  are 
reflected  in  the  normal  contribution  rate. 

All  retirement  systems  are  joint  contributory  de- 
fined benefit  plans  with  contributions  made  by  both 
employees  and  employers.  Each  active  member  con- 
tributes six  percent  (6%)  of  his  compensation  for 
creditable  service  by  monthly  payroll  deduction. 
Employers  make  monthly  contributions  based  on  a 
percentage  rate  of  the  members’  compensation  for  the 
month.  Employer  contribution  rates  are  actuarially 
calculated. 

Contributions  from  employees  are  accounted  for  in 
the  Employee  Reserve  (Annuity  Savings  Fund).  The 
amounts  in  the  Employee  Reserve  are  liabilities 
payable  to  the  employee  if  he  elects  to  withdraw  from 
the  retirement  system  after  leaving  service  and  before 


retirement.  Contributions  from  employers  are  ac- 
counted for  in  the  Employer  Reserve  (Pension  Ac- 
cumulation Fund).  When  a member  retires,  the 
amount  of  his  accumulated  contributions  is  trans- 
ferred from  the  Employee  Reserve  to  the  Annuitant 
Reserve  and  an  amount  equal  to  the  present  value  of 
the  retiree’s  future  benefits  is  transferred  from  the 
Employer  Reserve  to  the  Annuitant  Reserve.  During 
each  year  in  which  there  is  any  increase  in  benefits 
payable  to  present  retirees,  a sum  equal  to  the  present 
value  of  that  increase  is  also  transferred  from  the 
Employer  Reserve  to  the  Annuitant  Reserve. 

Funded  Status  of  the  Retirement  Systems 

As  already  explained,  the  actuary  plays  an  impor- 
tant role  with  respect  to  providing  advice  on  how  to 
fund  the  retirement  systems.  The  consistent  use  of  con- 
servative actuarial  assumptions  and  an  approved  ac- 
tuarial cost  method  over  the  years  since  the  establish- 
ment of  the  retirement  systems,  and  the  recognition  of 
all  promised  benefits  in  the  actuarial  liabilities,  have 
resulted  in  retirement  systems  which  can  be  labeled  as 
“actuarially  sound.” 

A simple  measure  for  determining  the  funded  status 
of  a System  is  to  relate  the  total  present  assets  to  total 
accrued  liabilities  to  determine  a funded  ratio.  The 
total  accrued  liabilities  are  found  by  adding  the  assets 
and  the  unfunded  accrued  liabilities.  For  purposes  of 
comparison,  the  funded  ratio  for  the  retirement  system 
is  graphically  illustrated  in  Chart  10. 

Teachers’  and  State  Employees’ 

Retirement  System  of  North  Carolina 
(State  System)  N.C.G.S.  135-1 
Through  135-18.5 

The  State  System  has  the  largest  assets  and  member- 
ship of  the  retirement  systems  administered  by  the 
Division.  The  System  provides  benefits  to  all  full-time 
teachers  and  State  employees  in  all  public  school 
systems,  universities,  departments,  institutions,  and 
agencies  of  the  State.  The  General  Assembly  created 
the  Teachers’  and  State  Employees’  Retirement  System 
effective  July  1,  1941. 

This  System  began  operations  with  a membership  of 
42,878  teachers  and  State  employees,  and  with  ap- 
propriations from  the  State  of  $1,838,000.  The 
membership  of  the  State  System  has  grown  over  the 
years  in  proportion  to  the  growth  in  size  and  complex- 
ity of  the  public  schools  and  the  State  government. 
The  membership  of  the  State  System  at  December  31, 
1982  was  235,823  and  in  addition  there  were  46,002 
retired  members  and  beneficiaries  of  deceased  retired 
members,  and  invested  assets  of  about  $5  billion. 

Since  the  inception  of  the  Retirement  System,  the 
amounts  of  money  paid  to  members  in  the  form  of 
retired  benefits  and  withdrawal  of  contributions  have 
shown  a dramatic  increase.  A graphic  presentation  of 
this  increase  is  shown  in  Exhibit  I. 
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Chart  10 
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The  Three  Systems  on  the  lower  chart  reflect  a lower  funded  percentage.  These  Systems  are 
several  years  old  and  the  unfunded  accrued  liability  is  greater  because  prior  service  was  of- 
fered to  the  members  at  no  cost.  If  the  funded  ratio  on  these  charts  were  100%  , there  would 
be  no  unfunded  accrued  liability  and  the  employer  contribution  would  consist  of  only  the 
normal  contribution  (for  current  service).  The  System  would,  in  this  case,  be  considered 
“fully  funded". 


The  Statement  of  Assets,  Liabilities  and  Reserve 
Balances  of  the  State  System  as  they  existed  at 
December  31,  1982  and  December  31,  1981  is  shown 
in  Exhibit  J.  The  distribution  of  the  investments  of  the 
assets  of  the  State  System  as  of  December  31,  1982  is 
shown  in  Chart  11: 


Chart  11 

Teachers’  and  State  Employees’  Retirement  System 


Distribution  of  Investments 
December  31,  1982 

Long-Term  Fixed  Income  Investment  Fund  82.3% 

Short-Term  Fixed  Income  Investment  Fund  . 1 % 

Equity  Investment  Fund  17.6% 

Total  100.0% 


Operations  of  the  State  System  during  the  calendar 
year  1982  resulted  in  total  receipts  of  $925,052,407 
and  total  expenditures  of  $269,950,729.  Chart  12 
shows  the  relationship  of  the  various  sources  of  funds 
to  the  various  applications  of  funds.  A Statement  of  In- 
come and  Changes  in  Reserves  for  the  calendar  years 
1982  and  1981  is  shown  in  Schedule  J-l. 

The  latest  Actuary’s  Valuation  Balance  Sheet  for  the 
State  System  as  of  January  1,  1982  is  shown  in 
Schedule  J-2.  Based  on  the  latest  actuary’s  report,  the 
Board  of  Trustees  had  set  the  employer  contribution 
rate  at  9.93%  of  covered  payroll.  However,  because  of 
post-retirement  increases  to  retirees/beneficiaries 
enacted  in  the  1983  Session  of  the  General  Assembly, 
this  rate  was  increased  to  10.03%  effective  July  1, 
1983. 
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Chart  12 

Teachers’  and  State  Employees’  Retirement  System 
of  North  Carolina 
Year  Ended  December  31,  1982 

Sources  of  Funds 


Applications  of  Funds 


ADMINISTRATIVE 


OTHER  EXPENSES 
$267,179 

.02% 


On  this  basis,  the  total  employee  and  employer  rate 
of  contribution  is  adequate  to  fund  all  future  benefits 
presently  authorized  based  on  current  service,  and  to 
fund,  over  a period  of  23  years  from  January  1,  1982, 
the  remaining  accrued  liability  for  past  service. 

North  Carolina  Local  Governmental 
Employees’  Retirement  System 
(Local  System) 

N.C.G.S.  128-21  through  38 

The  Local  System  is  maintained  for  the  employees 
of  cities,  towns,  counties,  boards,  commissions,  and 
other  entities  of  local  government  in  North  Carolina. 

Because  participation  of  local  governments  in  this 
System  is  voluntary,  the  operation  of  the  Local  System 
is  dependent  upon  the  acceptance  and  continuing 
financial  support  of  the  governing  bodies  and 
employees  of  local  governments.  Approval  and  accep- 
tance are  evidenced  by  the  fact  that  as  of  December 
31,  1982,  569  cities,  towns,  counties,  and  local  com- 
missions had  chosen  to  participate  in  the  Local 
System. 

This  system  began  operations  in  1945  with  18  par- 
ticipating local  governments,  2,102  members,  and 
assets  of  $178,053.  The  membership  of  the  Local 
System  as  of  December  31,  1982  was  66,962  and  in  ad- 
dition there  were  9,080  retired  members  and 
beneficiaries  of  deceased  members.  Invested  assets  as 
of  this  date  amounted  to  about  $850  million. 

As  with  the  State  System,  payments  made  to 
members  and  beneficiaries  in  the  Local  System  have 
reflected  a vast  increase  over  the  years  since  the  system 
was  established  on  July  1,  1945.  A graphic  presenta- 
tion of  this  increase  is  shown  in  Exhibit  K. 

The  Statement  of  Assets,  Liabilities  and  Reserve 
Balances  of  the  Local  System,  as  they  existed  at 
December  31,  1982,  and  December  31,  1981,  is  shown 
in  Exhibit  L.  The  distribution  of  investments  of  the 
assets  of  the  Local  System  as  of  December  31,  1982  is 
shown  in  Chart  13. 

Chart  13 

Local  Governmental  Employees’  Retirement  System 


Distribution  of  Investments 
December  31,  1982 

Long-Term  Fixed  Income  Investment  Fund  82.6% 

Short-Term  Fixed  Income  Investment  Fund  .4% 

Equity  Investment  Fund  17.0% 

Total  100.0% 


Operations  of  the  Local  System  during  the  year 
1981  resulted  in  total  receipts  of  $172,513,526  and 
total  expenditures  of  $42,745,170.  Chart  14  shows  the 
relationship  of  the  various  sources  of  funds  and  the 
various  applications  of  funds.  A Statement  of  Income 
and  Changes  in  Reserves  for  the  1982  and  1981  plan 
years  is  shown  in  Schedule  L-l. 
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Chart  14 

North  Carolina  Local  Governmental 
Employees’  Retirement  System 
Year  Ended  December  31,  1982 

Sources  of  Funds 


.75% 


Applications  of  Funds 


.29% 


The  latest  Actuary’s  Valuation  Balance  Sheet  for  the 
Local  System,  as  of  January  1,  1982,  is  shown  in 
Schedule  L-2.  The  valuation  utilizes  a frozen  accrued 
liability  with  gains  and  losses  reflected  in  the  normal 
rate  of  contribution. 

The  Board  of  Trustees  set  the  employer  normal  con- 
tribution rate  at  4.16%  of  covered  payroll  for  each 
employing  unit  in  1982-83.  The  accrued  liability  rate, 
if  any,  varies  with  the  employing  units  depending  on 
the  amount  of  prior  service  which  is  awarded  to  the 
members.  The  normal  contribution  rate  was  increased 
to  4.63%  effective  July  1,  1983,  as  a result  of  legisla- 
tion which  provided  an  increase  in  the  formula  ac- 
crued rate  from  1.55%  to  1.57%. 

The  Law  Enforcement  Officers’ 

Retirement  System  (LEO) 

N.C.G.S.  143-166  through  143-166.04 

The  Law  Enforcement  Officers’  Retirement  System 
was  established  on  July  1,  1940;  however,  it  did  not 
come  under  the  jurisdiction  of  the  Department  of  State 
Treasurer  until  July  1,  1978  when  the  North  Carolina 
General  Assembly  enacted  legislation  to  transfer  it 
from  the  Department  of  State  Auditor. 

The  System  is  maintained  for  full-time  and  perma- 
nent employees  of  the  State  of  North  Carolina,  or  any 
political  subdivision  thereof,  who  serve  as  law  enforce- 
ment officers. 

As  with  the  other  systems,  LEO  benefits  in  retiree 
allowances,  refunds  and  death  payments  have  steadily 
increased  over  the  years.  A graphic  presentation  of  this 
increase  is  shown  in  Exhibit  M. 

The  Statement  of  Assets,  Liabilities  and  Reserve 
Balances  of  the  LEO  System  as  they  existed  at 
December  31,  1982,  and  December  31,  1981,  is  shown 
in  Exhibit  N.  The  distribution  of  investments  of  the 
assets  of  the  LEO  System  as  of  December  31,  1982  is 
shown  in  Chart  15. 

Chart  15 

Law  Enforcement  Officers’  Retirement  System 


Distribution  of  Investments 
December  31,  1982 

Long-Term  Fixed  Income  Investment  Fund  82.6% 

Short-Term  Fixed  Income  Investment  Fund  .3% 

Equity  Investment  Fund  17.1% 

Total  100.0% 


Operations  of  the  LEO  System  during  the  year  1981 
resulted  in  total  receipts  of  $56,444,404  and  total  ex- 
penditures of  $11,599,866. 

Chart  16  shows  the  relationship  of  the  various 
sources  of  funds  and  the  various  applications  of  funds. 
A Statement  of  Income  and  Changes  in  Reserves  for 
the  1982  and  1981  plan  years  is  shown  in  Schedule 
N-l. 
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Chart  16 


Law  Enforcement  Officers’ 
Retirement  System 
Year  Ended  December  31,  1982 

Sources  of  Funds 


Applications  of  Funds 


1.07% 


The  LEO  System  began  operations  with  4,000 
members  and  total  assets  of  $398,254.  As  of  December 
31,  1982,  the  membership  has  increased  to  10,848  and 
there  were  1,346  retired  members  and  invested  assets 
of  about  $312  million.  The  increase  in  the  growth  of 
LEO  is  reflected  in  the  amount  of  payments  made 
since  1971,  as  indicated  on  Exhibit  M.  It  should  be 
noted  that  since  LEO  has  been  transferred  to  the 
Department  of  State  Treasurer,  bookkeeping  and 
auditing  functions  are  maintained  on  a calendar  year 
basis  effective  January  1,  1979,  as  they  are  in  the  other 
systems. 

The  latest  Actuary’s  Valuation  Balance  Sheet  for  the 
LEO  System  as  of  January  1,  1982  is  shown  in 
Schedule  N-2.  Based  on  the  actuary’s  report,  the  Board 
of  Trustees  set  the  employer  contribution  rate  at 
7.02%  of  covered  payroll,  reduced  by  receipts  from 
court  costs  estimated  at  the  rate  of  .94%,  for  a net 
employer  contribution  of  6.08%  of  covered  payroll 
payable  by  the  State.  On  this  basis,  the  total  employee 
and  employer  rate  of  contribution  is  adequate  to  fund 
all  future  benefits  based  on  current  service  and  to 
fund,  over  a period  of  23  years  from  January  1,  1982, 
the  remaining  accrued  liability.  Subsequent  action  of 
the  1983  Session  of  General  Assembly  set  the  net 
employer  contribution  rate  at  6.23%  of  covered 
payroll  effective  July  1,  1983. 

Uniform  Judicial  Retirement  System  of 
North  Carolina  (Judicial  System) 

N.C.G.S.  135-50  through  135-71 
Uniform  Solicitorial  Retirement  System  of 
North  Carolina  (Solicitorial  System) 

N.C.G.S.  135-77  through  135-78 
Uniform  Clerks  of  Superior  Court 
Retirement  System  of  North  Carolina 
(Clerks  of  Court  System) 

N.C.G.S.  135-84  through  135-85 

The  Judicial  System  was  created  by  the  1973  Session 
of  the  General  Assembly  to  be  effective  January  1, 
1974.  The  membership  of  the  Judicial  System  is  com- 
posed of  judges  and  justices  of  the  General  Court  of 
Justice  of  North  Carolina.  Prior  to  the  creation  of  this 
System,  judges  of  the  Superior  Court,  Appellate 
Court,  and  justices  of  the  Supreme  Court  received  a 
pension  upon  retirement  which  was  a continuation  of 
compensation  appropriated  annually  by  the  General 
Assembly.  Judges  in  the  District  Court  Division  had 
been  members  of  the  Teachers’  and  State  Employees’ 
Retirement  System.  Included  in  the  membership  of 
this  System  as  retirees  were  judges  and  justices 
previously  retired  and,  for  the  first  time,  the  surviving 
spouses  of  previously  retired  judges  and  justices.  The 
Courts  Commission  was  responsible  for  the  design  of 
the  benefit  structure  and  funding  provisions  of  the 
Judicial  System.  There  were  239  members  and  121 
retirees  in  receipt  of  allowances  as  of  December  31, 
1982.  During  1982  the  monthly  allowances  paid  to- 
talled $1,842,260  and  no  death  benefits  were  paid. 
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The  Solicitorial  System  was  established  by  the  1973 
Session  (Second  Session  1974)  of  the  General  Assembly 
to  provide  retirement  benefits  similar  to  the  Judicial 
System  for  the  solicitors  and  district  attorneys  of  the 
General  Court  of  Justice.  These  officials  were 
previously  members  of  the  State  System.  There  were 
43  members  and  7 retirees  in  receipt  of  allowances  as 
of  December  31,  1982.  During  1982,  the  monthly 
retirement  allowances  paid  totalled  $110,084  and 
there  was  no  death  benefit  paid. 

The  Clerks  of  Court  System  was  created  by  the  1975 
Session  of  the  General  Assembly  to  provide  retirement 
benefits  similar  to  the  Judicial  System  for  all  Clerks  of 
the  Superior  Court  Division  of  the  General  Court  of 
Justice.  These  officials  were  previously  members  of  the 
State  System.  There  were  112  members  and  37  retirees 
in  receipt  of  monthly  allowances  as  of  December  31, 
1982.  During  1982,  the  monthly  retirement 
allowances  paid  totalled  $296,513  and  death  benefits 
paid  totalled  $53,124. 

The  Statement  of  Assets,  Liabilities  and  Reserve 
Balances  of  the  Judicial,  Solicitorial,  and  Clerks  of 
Court  Systems  are  shown  in  Exhibits  O,  P and  Q,  as  of 
December  31,  1982  and  December  31,  1981,  respec- 
tively. Statements  of  Income  and  Changes  in  Reserves 
for  the  1982  and  1981  plan  years  are  shown  in 
Schedules  0-1,  P-1  and  Q-l,  respectively. 

The  latest  Actuary’s  Valuation  Balance  Sheet,  as  of 
January  1,  1982,  for  the  Judicial,  Solicitorial,  and 
Clerks  of  Court  Systems  are  shown  in  Schedules  0-2, 
P-2  and  Q-2,  respectively.  The  employer  contribution 
rates  and  the  funding  period  for  prior  service  are 
shown  in  Chart  17. 


Employer  Contribution  Rates 
and  Funding  Periods 
As  of  January  1,  1982 


System  Rate 


Judicial  30.77% 

Solicitorial  24.03% 

Clerks  of  Court  29.00% 


Chart  17 


F unding  Period 

23  years 
23  years 
23  years 


Legislative  Retirement  Fund  (Fund) 

N.C.G.S.  120-4.1  through  120-4.2 

The  Fund  was  created  by  the  1969  Session  of  the 
General  Assembly  as  a retirement  plan  for  members 
and  elected  officers  of  the  North  Carolina  General 
Assembly.  The  Fund  was  abolished,  prospectively,  by 
the  1973  Session  (Second  Session  1974).  The  abolishing 
Act  preserved  the  vested  and  inchoate  rights  of  the 
members  in  the  Fund  so  that  all  members  and  former 
members  of  the  General  Assembly  who  had  qualified 
by  virtue  of  service  as  of  1974  are  still  in  receipt  of 
monthly  allowances  or  may  apply  for  and  receive 
monthly  allowances  at  age  65.  There  were  62  former 
members  and  officers  of  the  General  Assembly  in 
receipt  of  allowances  with  a cost  in  the  year  ended 
December  31,  1982,  of  some  $100,325.  The  cost  is 


funded  by  a contribution  of  5 % of  compensation  paid 
by  members  at  retirement  and  an  annual  general  fund 
appropriation  made  to  the  General  Assembly. 

The  Fund  is  not  operated  as  a retirement  fund,  but 
as  a governmental  general  type  fund.  The  Statement 
of  Assets,  Liabilities  and  Fund  Balances  as  they  existed 
on  December  31,  1982  and  December  31,  1981  is 
shown  in  Exhibit  R.  The  Statement  of  Changes  in  the 
Fund  Balance  for  the  years  ended  1982  and  1981  is 
shown  in  Schedule  R-l. 

Disability  Salary  Continuation  Plan  (DSC  Plan) 
N.C.G.S.  135-34 

Disability  salary  continuation  benefits  are  self- 
insured  and  are  administered  by  the  Division.  The 
North  Carolina  Employee  Disability  Fund  was 
established  to  guarantee  these  benefits  and  was  funded 
for  a period  of  three  years,  from  July  1,  1972  to  June 
30,  1975,  at  the  rate  of  $3.00  per  month  per  employee 
paid  by  the  employers.  In  1975  the  General  Assembly 
suspended  the  employer  contribution.  Since  that  time, 
benefits  have  continued  to  be  paid  from  the  invest- 
ment earnings  and  accumulated  reserves.  In  1977,  for 
the  first  time,  the  benefit  payments  exceeded  the  in- 
vestment earnings  and  the  difference  was  paid  from 
the  accumulated  reserves. 

The  Statement  of  Assets,  Liabilities  and  Reserve 
Balances  of  the  North  Carolina  Employee  Disability 
Fund  as  they  existed  on  December  31,  1982  and  1981  is 
shown  in  Exhibit  S with  the  Statements  of  Income  and 
Changes  in  Reserves  for  the  same  periods  shown  in 
Schedule  S-l.  The  Actuary’s  Valuation  Balance  Sheet 
as  of  January  1,  1982  is  shown  in  Schedule  S-2. 

Shown  in  Chart  18  are  certain  facts  relating  to  the 
number  of  disabled  members,  number  of  new  claims 
during  the  year,  the  claims  closed  during  the  year,  in- 
vestment earnings  and  amount  of  benefit  payments 
during  the  calendar  years  ended  1982  and  1981. 

Chart  18 

Disability  Salary  Continuation  Plan 


Selected  Statistics 
For  the  Calendar  Years 

1982  1981 


Number  of  Disabled  Members  1,265  1,140 

New  Claims  During  the  Year  517  650 

Claims  Closed  During  the  Year  392  593 

Investment  Earnings  $1,229,160  $1,251,408 

Amount  of  Benefit  Payments  $2,313,593  $2,102,477 


Public  Employees’  Social  Security  Agency 
(Social  Security  Agency) 

N.C.G.S.  135-19  through  135-26 

The  Social  Security  Agency  administers  the  State’s 
responsibility  under  the  Social  Security  Agreement 
between  the  State  of  North  Carolina  and  the  United 
States  Secretary  of  Health  and  Human  Services.  This 
Agreement  was  entered  into  on  July  16,  1951.  This 
Agreement  was  executed  pursuant  to  authority  in  Sec- 
tion 218  of  the  Federal  Social  Security  Act  and  Article 
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2,  Chapter  135  of  the  General  Statutes  of  North 
Carolina. 

The  provisions  of  the  Agreement  require  the  Social 
Security  Agency  to  provide  the  mechanics  of  coverage 
for  the  State  and  its  qualified  political  subdivisions,  to 
collect  and  transmit  employee  and  employer  contribu- 
tions, and  to  act  as  liaison  between  the  State  and  the 
Social  Security  Administration. 

During  the  calendar  year  ended  December  31, 
1982,  the  Social  Security  Agency  remitted 
$568,117,313  in  employee  and  employer  social  se- 
curity contributions  from  1,214  State  and  local 
government  coverage  units  for  more  than  481,744 
public  employees  in  North  Carolina. 

The  Statement  of  Assets  and  Liabilities  and  the 
Statement  of  Receipts  and  Disbursements  of  the  Social 
Security  Agency  for  the  year  ended  December  31,  1982 
are  shown  in  Exhibit  T and  Schedule  T-l,  respec- 
tively. 

Teachers’  and  State  Employees’  Benefit  Trust 
(Benefit  Trust) 

N.C.G.S.  135-5(1);  128-27(1)  and  143-166(.02) 

The  Benefit  Trust  was  established  January  1,  1980, 
after  enabling  legislation  was  enacted  in  the  1979  Ses- 
sion of  the  General  Assembly,  by  the  Board  of  Trustees 
of  the  Teachers’  and  State  Employees’  Retirement 
System.  The  Boards  of  Trustees  of  the  Local  Govern- 
mental Employees’  Retirement  System  and  Law  En- 
forcement Officers’  Retirement  System  elected  to 
become  participating  affiliates  in  the  Trust  at  the  same 
date.  The  purpose  of  the  Benefit  Trust  is  to  provide 
group  life  insurance  benefits  for  members  of  these 
three  retirement  systems.  Formerly,  identical  type 
death  benefits  were  provided  directly  by  these  retire- 
ment systems. 

The  payment  of  a lump-sum  amount  from  the  Trust 
at  the  death  of  a covered  member  is  equal  to  the  an- 
nual compensation  of  such  member  to  a maximum 
payment  of  $20,000.  All  contributions  to  fund  this 
benefit  are  paid  by  State  and  local  governments,  par- 
ticipating in  one  of  the  three  retirement  systems,  to  the 
Trust  and  held  separate  and  apart  from  any  pension  or 
retirement  funds.  These  contributions  together  with 
investment  income  on  the  assets  are  used  exclusively  to 
pay  the  lump-sum  death  payments  and  the  ad- 
ministrative expenses  of  the  Trust. 

According  to  the  most  reliable  expert  information 
available,  the  benefits  under  the  Trust  constitute 
group  life  insurance  under  Section  79  of  the  Internal 
Revenue  Code.  As  insurance,  the  benefit  payments  are 
excludable  from  the  gross  income  of  the  recipients  pur- 
suant to  the  provisions  of  Section  101(a)(1)  of  the 
Code. 

The  funding  method  adopted  for  the  Benefit  Trust 
is  one-year  term  cost.  The  Statement  of  Assets  and 
Liabilities  and  Fund  Balance  for  the  years  ended 
December  31,  1982  and  December  31,  1981  are  shown 


in  Exhibit  U and  the  Statement  of  Income  and 
Changes  in  Reserves  for  the  same  periods  is  shown  in 
Schedule  U-l.  The  number  of  deaths  and  amounts  of 
benefit  payments,  according  to  member  group,  during 
1982  are  shown  in  Chart  19.  Chart  20  shows  the  rela- 
tionship of  the  various  sources  of  funds  to  the  various 
applications  of  funds  in  calendar  year  1982. 


Chart  19 

Teachers’  and  State  Employees’  Benefit  Trust 
Life  Insurance  Payments 


Calendar 

Year  1982 

Retirement  System  Membership 

Number  of  Payments 

Amount 

Teachers’  and  State  Employees’ 

318 

$3,873,277 

Local  Governmental  Employees’ 

64 

646,385 

Law  Enforcement  Officers’ 

23 

241,682 

National  Guard  Pension  Plan 
(Guard  Plan) 

N.C.G.S.  127A-49 

The  Guard  Plan  was  transferred  to  the  Department 
of  State  Treasurer  for  payment  of  monthly  benefits  by 
the  1979  Session  of  the  General  Assembly,  effective 
July  1,  1979.  This  Division  pays  allowances  based  on 
the  certification  of  eligibility  of  former  national 
guardsmen  by  the  Secretary  of  the  Department  of 
Crime  Control  and  Public  Safety.  The  payments  of 
benefits  are  funded  by  State  General  Fund  appropria- 
tions by  the  General  Assembly.  As  of  December  1982, 
there  were  491  beneficiaries  in  receipt  of  monthly 
allowances  from  the  Guard  Plan  at  a cost  that  calen- 
dar year  of  $486,437.  Somewhat  like  the  Legislative 
Retirement  System,  the  Guard  Plan  is  operated  as  a 
general  governmental- type  fund  rather  than  as  retire- 
ment or  pension  plan;  and,  inasmuch  as  any  ap- 
propriations remaining  at  year-end  revert  to  the 
State’s  General  Fund,  there  are  no  assets  to  be  shown 
in  a Statement  of  Fund  Balances  and  none  is  included 
in  this  report. 

The  1983  Session  of  the  General  Assembly  enacted 
legislation,  effective  July  1,  1983,  creating  a trust  fund 
for  financing  National  Guard  Plan  payments  and  re- 
quiring the  State  Treasurer  to  maintain  the  Plan  on  a 
generally  accepted  actuarial  basis  after  that  date. 
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Chart  20 

North  Carolina  Teachers’  and  State  Employees’ 

Benefit  Trust 

Year  Ended  December  31,  1982 


Sources  of  Funds 


Applications  of  Funds 


LAW  ENFORCEMENT 
OFFICERS' 


SYSTEM  EMPLOYER 
CONTRIBUTIONS 
$1,372,095 

15.6% 


OFFICERS’ 

RETIREMENT  SYSTEM 
$241,682 

3% 


Exhibits  I,  J,  K,  L,  M,  N,  O,  P,  Q,  R,  S,  T and  U 
and  supporting  statements  are  integral  parts  of  this 
report  concerning  the  Retirement  Systems  Division. 
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Administrative 
Services  Division 


The  Administrative  Services  Division  provides  sup- 
port services  to  the  State  Treasurer  and  the  three 
operating  divisions.  General  support  services  include 
budget  management,  personnel  management,  and 
purchasing  and  mail  room  operations.  In  addition  to 
general  support,  technical  support  services  are  also 
provided.  These  services  include  data  processing, 
word  processing  and  technical  assistance  for  special 
projects  such  as  cost  benefit  studies,  management 
audits  and  preparation  of  technical  materials. 

Escheat  and  Abandoned  Property  Administration  is 
a small  but  important  operating  function  of  the 
Department.  Because  it  does  not  fit  the  operating  pat- 
terns of  the  other  divisions,  it  operates  as  a section  of 
the  Administrative  Services  Division. 

Table  of  Organization 


Operational  Highlights 

• Net  earnings  on  investments  from  the  Escheat  Fund 
amounted  to  $2,21 5,296,  which  was  remitted  to  the 
State  Education  Assistance  Authority  to  provide  loans  to 
worthy  and  needy  North  Carolina  students  in  the  State’s 
public  institutions  of  higher  education. 

• A record  $294,627  was  refunded  to  owners  of 
escheated  property. 

• The  first  full-time  escheat  auditor  was  hired  in 
fanuary,  1983. 


•15  audits  were  conducted  on  state  and  national  banks, 
credit  unions  and  savings  and  loan  associations  resulting 
in  assessments  of  approximately  $6  million  in  potentially 
escheatable  property ; and,  $200,000  reunited  with 
rightful  owners. 

• An  escheat  auction  of  tangible  property  was  held, 
grossing  $27,222.50. 

• Reciprocal  agreements  were  made  with  unclaimed  and 
abandoned  property  (escheat)  divisions  in  6 other  states. 

• Teleprocessing  facilities  were  developed  to  support  the 
investment  accounting  system  that  is  being  developed  for 
the  Investment  and  Banking  Division. 

• A new  system  was  implemented  to  enhance  bond  debt 
service  reports  for  the  State  and  Local  Government 
Finance  Division. 

• An  improved  data  processing  system  was  implemented 
to  provide  for  the  capture  of  detailed  escheat  information 
from  reporting  holders,  and  to  facilitate  the  research  of 
owner  requests  for  refunds  of  prior  escheats. 

• A setond,  more  powerful,  photo-composer  was  in- 
stalled in  the  Word  Processing  Section. 

Support  Services 

Data  Processing:  The  Data  Processing  Section  pro- 
vides the  centralized  data  processing  resources  for  the 
Department’s  needs.  The  Section’s  major  resources 
and  capabilities  are:  (a)  project  development,  in- 
cluding planning,  system  analysis  and  design  and  com- 
puter programming;  (b)  computer  operations  utilizing 
a medium  size  IBM  computer  system  with  telecom- 
munication features;  and  (c)  a data  entry  staff. 

The  Data  Processing  Section  has  shown  its  cost  ef- 
fectiveness through  its  success  in  filling  informational 
needs  and  its  progressive  ability  to  supply  quality  in- 
formation on  a timely  basis,  as  required  by  the 
operating  divisions  of  the  Department. 

There  is  a growing  trend  to  more  fully  utilize  the 
teleprocessing  capabilities  of  this  Section  because  of 
the  increased  data  stored  by  the  computer  system.  The 
Department  has  identified  future  programs  and  en- 
hancements to  existing  programs  needed  to  maintain 
the  information  that  will  provide  more  informed 
management  decisions  and  will  improve  many  opera- 
tional functions  within  the  Department.  Major  pro- 
jects under  development  or  recently  implemented  are 
outlined  as  follows: 

• Teleprocessing  facilities  have  been  implemented  to 
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support  an  investment  accounting  system  (IAS)  for  the 
Investment  Division.  The  IAS  package  is  being 
developed  by  the  UNI  COLL  Corporation  and  will 
provide  a complete  accounting  system  for  the  State’s 
investment  portfolio.  As  part  of  this  accounting 
system , we  will  develop  a data  interface  between  the 
IAS , the  State’s  disbursing  accounts  and  the  State’s 
budgetary  accounting  system. 

• A very  significant  data  conversion  project  is  under- 
way for  the  member  accounts  in  the  Retirement  Divi- 
sion. The  objective  of  this  project  is  to  provide  a ‘ free 
standing ” informational  data  base  which  should  even- 
tually eliminate  many  of  the  manual  aspects  of  having 
to  calculate  retirement  benefits.  To  more  fully  comple- 
ment this  system , we  are  developing  on-line 
teleprocessing  functions  so  that  member  account  infor- 
mation may  be  entered  directly  into  the  computer  by 
the  Retirement  Division.  Other  completed  projects  for 
the  Retirement  Division  now  in  effect  are:  (a)  federal 
tax  withholding  in  compliance  with  requirements  of 
TEFRA , (b)  more  informative  statements  of  account 
(i.e.  accurate  account  of  member’s  service  and 
estimated  benefits)  for  the  Local  Government  and  the 
Law  Enforcement  Officers’  Retirement  Systems , (c)  a 
program  package  that  facilitates  retirement  benefit 
calculations,  and  (d)  a program  package  that  com- 
putes the  purchase  of  service  credits  (i.e.  temporary 
service,  military  service  and  restoration  of  withdrawn 
accounts)  on  a full  cost  actuarial  basis  for  the  member. 

• An  automated  batch  processing  system  has  been  im- 
plemented for  the  Escheat  Fund  in  the  Administrative 
Services  Division.  This  system  performs  accounting 
functions  for  receipts  and  refunds,  and  provides 
storage  of  information  on  the  holders  and  original 
owners  of  escheated  property  necessary  for  the  new 
reporting  requirements  of  the  Escheat  Laws. 

• An  automated  batch  processing  system  provides 
improved  debt  service  information  for  the  Local 
Government  Division.  This  system  prepares  bond 
amortization  schedules,  monthly  principal  and  in- 
terest statements,  and  annual  financial  statement 
reports. 

Personnel:  A new  program,  Interaction  Manage- 
ment, is  being  implemented  in  the  Department.  The 
program  utilizes  copyrighted  materials  that  were  pur- 
chased through  the  Office  of  State  Personnel.  Through 
the  Interaction  Management  Program,  supervisors 
will  be  trained  in  skills  that  will  improve  their  com- 
petence. These  skills  include  improving  employee  per- 
formance, improving  work  habits,  handling  employee 
complaints  and  utilizing  effective  disciplinary  action. 
Our  goal  is  to  adequately  train  supervisors  in  the  pro- 
per methods  of  handling  and  communicating  with 
employees  in  order  to  increase  Departmental  produc- 
tivity. 

The  Work  Planning  and  Performance  Review  Pro- 
gram has  recently  been  revised  in  order  to  improve 
employee  appraisal  practices.  Plans  are  in  progress  to 
adapt  the  revised  policy  to  the  work  situations  in  this 


Department  and  to  provide  additional  training  for 
supervisors.  Performance  appraisal  is  an  important 
management  tool  for  the  supervisor.  Improved  train- 
ing for  supervisors  will  insure  a stronger  program. 

Word  Processing:  The  Word  Processing  Center 
provides  the  following  specialized  services  to  all  divi- 
sions of  the  Department: 

• Support  in  the  preparation  of  procedures,  statis- 
tical reports,  manuals  and  written  communication. 

• Preparation  of  final  copy  for  printing  all  note  and 
bond  circulars,  official  statements,  brochures, 
manuals  and  forms. 

• Technical  assistance  in  the  area  of  new  and  revised 
forms  design  for  in-house  use. 

• Coordination  of  all  Departmental  printing  requests. 

Chart  21 
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The  Center  processed  84,214  documents  with  a 
total  of  2,125,181  lines  during  the  fiscal  year.  Chart  21 
shows  the  average  monthly  line  count  by  quarters  for 
the  past  three  years. 

As  described  in  the  Operational  Highlights,  a se- 
cond photocomposer  was  installed  during  August 
1982.  The  new  photocomposer  has  greater  speed  and 
capabilities  than  the  old  photocomposer  which  is  now 
used  as  a back-up  machine. 

Technical  Assistance:  Technical  assistance  was  pro- 
vided to  all  divisions  of  the  Department,  as  requested 
by  the  division.  The  major  projects  during  the  year 
were: 

• Providing  assistance  to  the  Investment  and 
Banking  Division  on  the  design  and  implementation  of 
the  new  Investment  Accounting  System  which  began 
in  the  1 981-82 fiscal  year,  with  planned  completion  in 
the  1983-84  fiscal  year.  During  the  1981-82  fiscal 
year,  the  design  of  the  money  market  security  compo- 
nent was  completed  and  implemented;  the  design  of 
the  equity  security  component  was  substantially  com- 
pleted with  implementation  scheduled  for  July  1983; 
and  the  design  for  the  long-term  bond  component  was 
begun  for  planned  completion  in  the  1983-84  fiscal 
year. 

• Providing  assistance  to  the  Department’s  Budget  Of- 
ficer on  the  1983-85  biennial  budget,  realignment  of 
accounts  and  charges  in  Data  Processing  and  quar- 
terly and  annual  closings  of  the  accounts. 

• Continuation  of  the  ongoing  study  to  find  a means 
of  upgrading  the  equipment  used  in  the  clearing  of 
warrants. 

Many  more  projects  also  were  completed  during 
the  year.  Representative  samples  of  these  projects  are 
the  preparation  of  response  on  three  National  Council 
on  Governmental  Accounting  exposure  drafts; 
assistance  in  editing  and  preparation  of  various 
reports,  such  as  the  1981-82  Annual  Report,  the 
monthly  reports  to  the  State  Treasurer  and  the 
quarterly  report  to  the  General  Assembly’s  Joint 
Legislative  Commission  on  Governmental  Operations. 
One  public  hearing  for  the  adoption  of  rules  was  con- 
ducted during  the  year. 

Escheat  and  Abandoned 
Property  Administration 

Since  July  1,  1971,  the  State  Treasurer  has  been  the 
custodian  of  the  Escheat  Fund.  This  Fund  is  comprised 
of  monies  transferred  to  the  State  from  financial  in- 
stitutions, businesses,  corporations,  agencies,  etc., 
which  would  have  been  paid  to  rightful  owners  who 
cannot  be  located.  The  State  maintains  custody  of  the 
monies  and  invests  the  monies  until  the  rightful  owner 
is  located  and  makes  a valid  claim.  The  interest  earned 
on  the  money  is  paid  annually  to  the  State  Education 
Assistance  Authority.  During  the  year  1982-83  the 
Escheat  Fund  earned  $2,215,296  which  was  made 
available  to  the  State  Education  Assistance  Authority 


for  loans  to  worthy  and  needy  North  Carolina  students 
in  North  Carolina  institutions  of  higher  learning. 

During  this  fiscal  year,  escheated  funds  amounted 
to  $2,017,883  (Chart  22).  Receipts  for  1981-82  and 
1982-83  decreased  because  legislation  which  became 
effective  on  January  1,  1981  increased  the  amount  of 
time  a holder  retains  the  property.  This  legislation  in- 
creased from  3 years  to  5 years  the  holding  period  for 
the  largest  classes  of  abandoned  property  subject  to  the 
law.  By  1984,  the  amounts  escheated  should  again  be 
greater  than  during  the  1980-81  fiscal  year.  Refunds 
have  also  increased  every  year,  both  because  of  the  in- 
creases in  amounts  escheated  and  because  of  increased 
public  awareness  that  such  property  can  be  reclaimed. 
During  the  year  a record  $294,627  was  refunded  to  the 
rightful  owners. 

Unclaimed  and  abandoned  property  already  re- 
ceived by  the  Escheat  Fund  is  believed  to  be  only  a 
small  portion  of  the  property  which  should  be 
escheated.  This  awareness  is  coming  into  sharper  focus 
as  states  across  the  nation  continue  to  expand  their 
unclaimed  and  abandoned  property  operations.  In 
order  to  overcome  this  problem,  the  North  Carolina 
Escheat  Fund  is  making  a diligent  effort  to  broaden  its 
scope  of  operations.  During  the  past  year,  several 
legislative  amendments  were  passed.  Most  important 
was  that  all  property  distributable  in  the  course  of 
dissolution  of  a business  shall  be  presumed  abandoned 
on  the  date  of  final  dissolution,  rather  than  six  months 
later.  Also,  a negative  report  must  now  be  filed.  A 
great  deal  of  work  has  been  done,  and  will  continue  to 
be  done,  to  increase  the  public  awareness  of  the 
escheat  laws,  and  to  insure  that  when  possible, 
unclaimed  and  abandoned  property  is  returned  to  the 
rightful  owner. 

During  the  year,  the  first  escheat  auditor  was  hired. 
Fifteen  audits  were  conducted,  including  one  corpora- 
tion, four  State  chartered  banks,  two  national  banks, 
five  credit  unions  and  three  savings  and  loan  institu- 
tions. The  audits  revealed  approximately  six  million 
dollars  which  was  potentially  escheatable;  $50,000  of 
which  has  already  been  remitted  to  this  Department, 
and  $200,000  which  has  been  reunited  with  the 
rightful  owner.  The  audit  program  to  date  is  con- 
sidered to  be  extremely  successful  in  terms  not  only  of 
the  monies  recovered,  but  in  terms  of  the  holders  being 
more  aware  of  the  abandoned  and  unclaimed  property 
laws  in  North  Carolina.  The  success  of  the  audit  pro- 
gram makes  it  necessary  to  expand  audits  in  other 
areas,  including  the  insurance  industry.  The  need  of 
expansion  of  the  audit  staff  is  obvious,  and  will  be  a 
priority  of  the  Escheat  Fund. 

During  the  year,  the  Escheat  Fund  held  its  second 
public  auction.  Using  the  services  of  a professional 
auctioneer,  the  auction  earned  the  Escheat  Fund 
$27,222.50.  Most  of  the  items  auctioned  were  contents 
of  safe  deposit  boxes  of  owners  who  had  past  due  box 
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rental  and  could  not  be  located,  and  of  estates  in  cases 
where  no  heirs  could  be  found. 

In  an  effort  to  update  and  expand  the  services  of- 
fered by  the  Escheat  Fund,  two  projects  were  under- 
taken. The  first  project  was  to  begin  capturing  all 
escheat  report  information  on  the  computer.  The 
Escheat  Fund  can  now  retrieve  records  of  holders 
alphabetically,  categorically  and  numerically. 
Records  of  owners  may  be  retrieved  by  holder,  by 
location  and  alphabetically.  This  will  allow  the 
Escheat  Fund  greater  accessibility  to  account  informa- 
tion, as  well  as  enable  the  Fund  to  do  a comparative 
analysis  of  holders  who  report,  or  fail  to  report, 
escheated  property.  The  second  project  was  an  effort 


to  assist  holders  of  unclaimed  and  abandoned  property 
in  North  Carolina  with  the  reporting  requirements  for 
other  states.  To  accomplish  this,  the  Escheat  Fund 
entered  into  reciprocal  agreements  with  the  following 
states:  Virginia,  Florida,  Illinois,  Nevada,  Minnesota 
and  Kentucky.  All  North  Carolina  holders  may  in- 
clude owners  in  the  above  states  in  their  North 
Carolina  report,  and  the  Escheat  Fund  will  file  the 
necessary  reports  and  proper  remittances  with  the 
respective  states.  During  the  past  year  $12,527.19  was 
refunded  to  the  other  six  states.  The  Escheat  Fund  will 
continue  to  enter  into  reciprocal  agreements  with 
other  states  agreeable  to  cooperation. 


Chart  22 


FUNDS  ESCHEATED 
Fiscal  Year  Ended  June  30,  1983 
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Exhibit  A 

INVESTMENT  FUNDS 
COMBINING  BALANCE  SHEET 

June  30,  1983 


Short-term 

Liquid 

Investment 

Asset 

Fund 

Fund 

ASSETS 

Cash  in  Bank 

Cash  Investment  in 

$ 63,041,024 

$ -0- 

Short-term  Investment  Fund 
Income  Due  From 

Short-term  Investment  Fund 
Accrued  Interest  Receivable 
Accrued  Dividends  Receivable 
Investments,  at  Book  Value 

39,708,146 

770 

(Note  2) 

1,563,335,826 

9,549,000 

Total  Assets 

$1,666,084,996 

$9,549,770 

LIABILITIES 

Deferred  Income: 

Commitment  Fees  (Note  3) 
Stock  Option  Premiums 
(Note  4) 

Participant’s  Account  Balances 

$ -0- 

$ -0- 

(Note  5) 

Undistributed  Income  - 

1,653,021,731 

9,549,770 

Due  to  Participants 

13,063,265 

-0- 

Total  Liabilities 

$1,666,084,996 

$9,549,770 

Long-term 

Equity 

Memorandum  Only 

Investment 

Investment 

Inter-F  und 

Combined 

Fund 

Fund 

Eliminations 

Total 

$ -0- 

$ -0- 

$ -0- 

$ 63,041,024 

8,269,708 

263,049,382 

(271,319,860) 

-0- 

173,003 

117,869,622 

1,056,662 

4,494,992 

(1,229,665) 

-0- 

157,577,768 

4,494,992 

5,187,733,762 

1,161,318,606 

7,921,937,194 

$5,314,046,095 

$1,429,919,642 

$(272,549,525) 

$8,147,050,978 

$ 670,000 

$ -0- 

$ -0- 

$ 670,000 

737,198 

737,198 

5,274,753,243 

1,383,280,946 

(271,319,860) 

8,049,285,830 

38,622,852 

$5,314,046,095 

45,901,498 

$1,429,919,642 

(1,229,665) 

$(272,549,525) 

96,357,950 

$8,147,050,978 

The  accompanying  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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Exhibit  B 


INVESTMENT  FUNDS 
COMBINING  INCOME  STATEMENTS 
June  30,  1983 


Short-term 

Liquid 

Asset 

Fund 

Long-term 

Investment 

Fund 

Equity 

Investment 

Fund 

Memorandum  Only 

Investment 

Fund 

Inter-Fund 

Eliminations 

Combined 

Total 

Operating  Income: 

Investment  Income: 

Interest 

Income  from  Short-term 
Investment  Fund 
Dividends 

Net  Gains  (Losses)  from 
Sale  of  Securities 

$173,939,364 

68,005 

$2,710,564 

74 

$473,105,636 

9,139,239 

3,078,669 

$ -0- 

22,053,555 

47,047,655 

75,678,027 

$ -0- 

(31,192,868) 

$649,755,564 

-0- 

47,047,655 

78,824,701 

Total  Operating  Income 

$174,007,369 

$2,710,638 

$485,323,544 

$144,779,237 

$(31,192,868) 

$775,627,920 

Less  Expenses: 

Management  Fees 

103,877 

2,264 

320,033 

437,330 

863,504 

Net  Operating  Income 

$173,903,492 

$2,708,374 

$485,003,511 

$144,341,907 

$(31,192,868) 

$774,764,416 

Supplemental  Income: 
Income  from  Lending  of 


Securities  (Note  6) 

$ 212,012 

$ -0- 

$ 515,333 

$ 

98,349 

$ -0- 

$ 825,694 

Income  from  Investment  of 

Fail  Balances  (Note  7) 

2,821 

134,519 

35,417 

-0- 

172,757 

Income  from  Stock 

Option  Writing  (Note  4) 

1,519,551 

1,519,551 

Income  from  Forward 

Commitments  (Note  3) 

876,452 

876,452 

Other  Income 

8,168 

8,168 

Total  Supplemental  Income 

$ 214,833 

$ -0- 

$ 1,534,472 

$ 

1,653,317 

$ -0- 

$ 3,402,622 

Total  Net  Income 

$174,118,325 

$2,708,374 

$486,537,983 

$145,995,224 

$(31,192,868) 

$778,167,038 

The  accompanying  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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NOTES  TO  THE  FINANCIAL  STATEMENTS 


1.  Summary  of  Significant  Accounting  Policies 

A.  These  statements  include  only  the  investment 
funds  through  which  the  State  Treasurer  ad- 
ministers his  statutory  and  constitutional 
duties  as  the  State’s  banker  and  investment 
officer. 

B.  The  investment  funds  are  fiduciary  funds  and 
have  no  fund  balances.  All  monies  are  due  to 
other  entities  or  other  funds  within  the  State 
entity. 

C.  The  accrual  basis  of  accounting  is  used  for  all 
investment  funds. 

D.  Unrealized  appreciation  or  depreciation  of 
investments  is  not  recognized  in  the  books  of 
account  or  the  financial  statements. 

E.  Fixed  income  securities  are  shown  at  amor- 
tized cost.  Premiums  and  discounts  are  amor- 
tized using  the  scientific  method. 

F.  Exchanges  of  fixed  income  securities  are  ac- 
counted for  as  follows: 

1 . An  exchange  is  considered  to  be  the  dis- 
position of  one  fixed  income  security  and 
the  concurrent  reinvestment  of  the  pro- 
ceeds of  that  sale  in  an  equal  par  value  of 
another  fixed  income  security. 

2.  All  exchanges  are  considered  to  be  in- 
complete transactions.  Therefore,  the 
gain  or  loss  on  the  dispostion  is  ac- 
counted for  as  an  adjustment  to  the  cost 
value  of  the  new  fixed  income  security. 

3.  The  premium  or  discount  of  the  new 
security,  after  the  adjustment,  is  amor- 
tized over  the  life  of  the  new  security. 

G.  All  other  dispositions  of  a fixed  income 
security  are  accounted  for  as  completed  tran- 
sactions with  any  gain  or  loss  recognized  as 
income  for  the  period. 

H.  Fixed  income  securities  are  shown  at  amor- 
tized cost.  Premiums  and  discounts  are  amor- 
tized under  the  scientific  method. 

I.  Equity  securities  are  recorded  at  cost. 
Average  cost  is  used  to  calculate  a gain  or  loss 
on  the  sale  of  equity  securities. 

J.  Income  earned  by  Liquid  Asset  Fund  par- 
ticipants is  distributed  daily.  Income  is 
distributed  monthly  for  all  other  investment 
funds.  Income  to  be  distributed  to  par- 
ticipants is  paid  through  the  issuance  of  addi- 
tional units  of  ownership  of  the  paying  fund 
or  of  the  Short-term  Investment  Fund. 

K.  Expenses  of  the  investment  funds  are  paid 
through  the  Department  of  State  Treasurer’s 
General  Fund  budget.  Estimated  expenses 
are  charged  to  each  investment  fund  for  the 
first  two  months  of  each  quarter.  At  the  end 
of  each  quarter  the  expenses  charged  to  each 
fund  are  adjusted  to  the  actual  expenses  in 
curred. 


2. 


3. 


4. 


Investments,  at  Book  Value 
A.  Short-term  Investment  Fund 

The  investment  portfolio  for  this  fund  con- 
tains the  following  types  of  investments: 

Certificates  of  Deposit 
and  Savings  Certificates 
Repurchase  Agreements 
Marketable  Securities 
Total  Investments 


$ 


173.972.000 

149.876.000 
1,239,487,826 

$1,563,335,826 


B. 


D. 


Liquid  Asset  Fund 

The  investment  portfolio  for  this  fund  con- 
tains Repurchase  Agreements  with  a cost 
value  of  $9,549,000. 

Long-term  Investment  Fund 
The  investment  portfolio  for  this  fund  con- 
tains U.S.  Treasury,  U.S.  Agency  and  cor- 
porate bonds. 

Equity  Investment  Fund 
The  investment  portfolio  for  this  fund  con- 
tains common  and  preferred  stock.  The  ap- 
proximate market  value  of  these  securities 
was  $1,459,013,623  at  June  30,  1983. 
Commitment  Fees 

Nonrefundable  fees  are  paid  to  the  Long-term  In- 
vestment Fund  in  exchange  for  a commitment  to 
buy  securities  at  a set  price  on  a certain  date  in  the 
future.  If  the  securities  are  delivered  the  fee  is 
used  to  reduce  the  purchase  price  of  the  invest- 
ment. If  the  securities  are  not  delivered  by  the 
agreed  upon  date,  the  commitment  fees  become 
income  to  the  fund. 

Stock  Option  Premiums 

The  Equity  Investment  Fund  sells  call  options 
against  common  stock  owned.  The  premiums 
received  are  held  in  the  deferred  income  account 
until  the  options  are  exercised,  repurchased  or 
they  expire.  If  the  option  expires,  the  premium 
received  is  credited  to  income.  If  the  option  is 
repurchased,  the  difference  between  the  sale  price 
and  the  repurchase  price  is  considered  a gain  or 
loss  and  is  credited  to  income.  If  the  option  is  exer- 
cised, the  premiums  received  on  the  option  sale 
are  added  to  the  amount  received  on  the  sale  of 
the  underlying  stock  before  the  gain  or  loss  is 
calculated. 
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5. 


Participants’  Account  Balances  - Short-term  In- 
vestment Fund 

The  participant  account  balances  for  the  Short- 
term Investment  Fund  represent  the  following 
cash  balances  on  deposit  with  the  State  Treasurer: 


Disbursing  Accounts 
Institutional  Trust  Funds 
Local  Governmental  Entities 
General  Fund 

Department  Special  Revenue  Funds' 

Federal  Funds 

Capital  Improvement  Funds 

Enterprise  Funds 

Trust  Funds 

Internal  Service  Funds 

Highway  Fund 

Investment  Funds 

Certifications  in  Transit  (a) 

Bank  Clearing  in  Process  (b) 

Total  Participants’  Account  Balances 


$ 323,483,097 
60,382,970 
2,640,424 
275,911,286 
29,184,160 
19,814,405 
193,994,332 
17,609,632 
161,148,529 
14,457,064 
287,895,475 
272,549,525 
(361,352) 
(5,687,816) 
$1,653,021,731 


(a)  The  balance  in  this  account  represents  depos- 
its made  to  the  State  Treasurer’s  account  on  or 
prior  to  June  30,  1983  for  which  the  State 
Treasurer  has  not  been  notified.  Credit  to  a 


fund  is  not  given  until  the  State  Treasurer  re- 
ceives a notification  from  the  depositing  en- 
tity. 

(b)  The  balance  in  this  account  represents  war- 
rants that  have  been  cleared  by  a bank,  but 
have  not  been  processed  by  the  State  Trea- 
surer to  determine  which  fund  to  reduce. 

6.  Income  from  Lending  of  Securities 

This  income  is  generated  by  loaning  securities  that 
are  owned  by  the  fund  to  brokers  and  banks  for  a 
fee.  All  securities  that  are  loaned  are  secured  either 
by  cash  or  by  Treasury  securities.  The  collateral 
pledged  is  maintained  at  a constant  level. 

7.  Income  from  Investment  of  Fail  Balances 

This  income  is  generated  from  the  investment  of 
cash  balances,  by  the  custodian  bank,  that  result 
from  the  failure  of  the  seller  of  securities  to  deliver 
the  securities  for  which  payment  has  been  made  on 
settlement  date. 


Schedule  1 


SHORT-TERM  INVESTMENT  FUND 
SUMMARY  OF  INVESTMENTS 

June  30,  1983 


Description 

Average 

Yield 

Par  Value 

Book  Value 

Percentage  of 
Total 

Investments 

Certificates  of  Deposit  and  Savings  Certificates 

8.82% 

N/A 

$ 173,972,000 

11.13% 

Repurchase  Agreements 

9.39% 

N/A 

149,876,000 

9.59% 

Marketable  Securities: 

U.  S.  Treasury  Securities 

11.15% 

$1,050,000,000 

$1,036,358,644 

66.29% 

U.  S.  Agency  Securities 

11.46% 

169,000,000 

166,765,157 

10.67% 

Commercial  Paper 

8.40% 

17,000,000 

16,855,118 

1.07% 

Bankers’  Acceptances 

8.79% 

20,000,000 

19,508,907 

1.25% 

Total  Marketable  Securities 

11.12% 

$1,256,000,000 

$1,239,487,826 

79.28% 

Total  All  Investments 

10.70% 

$1,256,000,000 

$1,563,335,826 

100% 

LONG-TERM  INVESTMENT  FUND 
SUMMARY  OF  INVESTMENTS 

June  30,  1983 

Average 

Description  Yield  Par  Value 

Book  Value 

Schedule  2 

Percentage  of 
Total 

Investments 

U.  S.  Treasury  and  Agency  Securities: 

U.  S.  Treasury  Securities 

8.69% 

$ 898,224,000 

$ 939,971,524 

18.12% 

U.  S.  Agency  Securities  - GNMA 

11.44% 

473,195,310 

417,754,282 

8.05% 

U.  S.  Agency-Insured  or  Guaranteed 

7.98% 

16,513,738 

16,083,501 

.31% 

Total  U.  S.  Treasury  and  Agency  Securities 

9.62% 

$1,387,933,048 

$1,373,809,307 

26.48% 

Corporate  Bonds  and  Debentures: 

Utilities  - Electric 

11.08% 

771,495,000 

730,411,152 

14.08% 

Utilities  - Gas 

10.74% 

33,500,000 

30,808,676 

.59% 

Utilities  - Telephone 

8.51% 

1,434,075,000 

1,396,156,124 

26.91% 

Industrials 

10.82% 

830,861,212 

782,889,859 

15.09% 

Industrials  - Oil 

10.72% 

554,819,329 

521,955,347 

10.06% 

Finance  - Bonds 

11.63% 

5,000,000 

5,000,000 

.10% 

Finance  - Other 

9.63% 

294,658,754 

287,710,822 

5.55% 

Equipment  Trust  and  Railroad 

12.90% 

59,273,088 

58,992,475 

1.14% 

Total  Corporate  Bonds  and  Debentures 

9.97% 

$3,983,682,383 

$3,813,924,455 

73.52% 

Total  Fixed  Income  Investments 

9.88% 

$5,371,615,431 

$5,187,733,762 

100% 
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COMPARATIVE  SUMMARY  OF  TRUST  FUND  INVESTMENTS 


Retirement  Trust  Funds: 

Teachers  and  State  Employees  Retirement  System: 

June  30,  1982 
June  30,  1983 

Local  Governmental  Employees  Retirement  System: 
June  30,  1982 
June  30,  1983 

Law  Enforcement  Officers  Benefit  and  Retirement  Fund: 
June  30,  1982 
June  30,  1983 

North  Carolina  Firemen’s  Pension  Fund: 

June  30,  1982 
June  30,  1983 

Rescue  Squad  Workers’  Pension  Fund: 

June  30,  1982 
June  30,  1983 

Uniform  Judicial  Retirement  System: 

June  30,  1982 
June  30,  1983 

Uniform  Clerks  of  Superior  Court  Retirement  System: 
June  30,  1982 
June  30,  1983 

Uniform  Solicitorial  Retirement  System: 

June  30,  1982 
June  30,  1983 

Total  Retirement  Trust  Funds: 

June  30,  1982 
June  30,  1983 
Other  Trust  Funds: 

N.  C.  Teachers’  and  State  Employees’  Benefit  Trust: 
June  30,  1982 
June  30,  1983 

N.  C.  Employee  Disability  Fund: 

June  30,  1982 
June  30,  1983 

State  Treasurer’s  Escheat  Fund: 

June  30,  1982 
June  30,  1983 

Legislative  Retirement  System: 

June  30,  1982 
June  30,  1983 
Trust  Funds  for  Education: 

June  30,  1982 
June  30,  1983 

Trust  Funds  for  Community  Colleges: 

June  30,  1982 
June  30,  1983 

State  Property  Fire  Insurance  Fund: 

June  30,  1982 
June  30,  1983 

Workmen’s  Compensation  Security  Fund  (Mutual): 

June  30,  1982 
June  30,  1983 

Workmen’s  Compensation  Security  Fund  (Stock): 

June  30,  1982 
June  30,  1983 

UNC  - Insured  Student  Loan  Program: 

June  30,  1982 
June  30,  1983 

Liability  Insurance  Trust  Fund  Council 
June  30,  1982 
June  30,  1983 

Wildlife  Endowment  Fund: 

June  30,  1982 
June  30,  1983 
Total  Other  Trust  Funds: 

June  30,  1982 
June  30,  1983 

Grand  Total  All  Trust  Funds: 

June  30,  1982 
June  30,  1983 

'The  Liquid  Asset  Fund  (LAF)  was  established  during  February,  1982. 

"Represents  the  average  yield  year  to  date. 


Liquid  Asset  Short-term 

Fund*  Investment  Fund 


Amount  Invested 

Yield  ** 

Amount  Invested 

Yield*  * 

22,777,665 

14.13 

96,051,752 

124,201,787 

12.76 

11.06 

5,038,377 

14.13 

18,285,628 

27,297,947 

12.76 

11.06 

1,456,735 

14.13 

5,620,157 

7,375,765 

12.76 

11.06 

117,607 

14.13 

1,326,039 

374,892 

12.76 

11.06 

691,684 

11.06 

209,932 

14.13 

1,219,134 

1,384,871 

12.76 

11.06 

30,722 

14.13 

444,632 

436,469 

12.76 

11.06 

15,361 

14.13 

372,302 

302,436 

12.76 

11.06 

29,646,399 

14.13 

123,319,644 

162,065,851 

12.76 

11.06 

101,094 

14.13 

1,353,474 

937,383 

12.76 

11.06 

121,312 

14.13 

469,083 

2,174,832 

12.76 

11.06 

209,932 

14.13 

408,346 

291,889 

12.76 

11.06 

46,946 

11.06 

24,372,542 

27,689,834 

12.76 

11.06 

254,568 

279,188 

12.76 

11.06 

11,740,965 

14.13 

110,171 

13,155,068 

12.76 

11.06 

4,574,933 

14.13 

1,232,642 

6,412,252 

12.76 

11.06 

6,608,237 

14.13 

280,073 

7,342,389 

12.76 

11.06 

7,773,383 

9,274,268 

12.76 

11.06 

1,088,368 

14.13 

64,008 

16,599 

12.76 

11.06 

684,905 

1,340,046 

12.76 

11.06 

24,444,841 

14.13 

37,003,195 

68,960,694 

12.76 

11.06 

$54,091,240 

$ 

14.13 

160,322,839 

231,026,545 

12.76 

11.06 
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Exhibit  C 


For  Fiscal  Years  Ending  June  30,  1982  and  June  30,  1983 


Long-term 
Investment  Fund 

Equity 

Investment  Fund 

Total 

Amount  Invested 

Yield’* 

Amount  Invested 

Yield” 

Amount  Invested 

Yield” 

3,854,528,522 

4,193,741,104 

9.44 

9.85 

683,249,102 

1,110,692,309 

10.50 

13.55 

4,656,607,041 

5,428,635,200 

9.69 

10.63 

658,697,797 

726,281,509 

9.44 

9.85 

105,279,338 

192,326,345 

10.50 

13.55 

787,301,140 

945,905,801 

10.00 

10.64 

241,221,297 

265,747,651 

9.44 

9.85 

39,722,262 

67,889,355 

10.50 

13.55 

288,020,451 

341,012,771 

9.67 

10.61 

19,647,552 

20,579,421 

9.44 

9.85 

3,349,468 

5,292,640 

10.50 

13.55 

24,440,666 

26,246,953 

9.79 

10.61 

1,323,700 

9.85 

558,768 

13.55 

2,574,152 

10.98 

14,023,161 

15,910,323 

9.44 

9.85 

2,160,617 

4,482,391 

10.50 

13.55 

17,612,844 

21,777,585 

9.86 

10.69 

4,256,469 

4,856,125 

9.44 

9.85 

680,944 

1,372,400 

10.50 

13.55 

5,412,767 

6,664,994 

9.87 

10.69 

2,215,066 

2,576,880 

9.44 

9.85 

363,207 

666,738 

10.50 

13.55 

2,965,936 

3,546,054 

10.01 

10.65 

4,794,589,864 

5,231,016,713 

9.44 

9.85 

834,804,938 

1,383,280,946 

10.50 

13.55 

5,782,360,845 

6,776,363,510 

9.69 

10.63 

7,012,501 

10,657,112 

9.44 

9.85 

8,467,069 

11,594,495 

10.03 

9.95 

12,137,304 

9,173,749 

9.44 

9.85 

12,727,699 

11,348,581 

9.61 

10.08 

23,635,062 

23,905,669 

9.44 

9.85 

24,253,340 

24,197,558 

9.54 

9.86 

46,946 

11.06 

24,372,542 

27,689,834 

12.76 

11.06 

254,568 

279,188 

12.76 

11.06 

11,851,136 

13,155,068 

14.12 

11.06 

5,807,575 

6,412,252 

13.84 

11.06 

6,888,310 

7,342,389 

14.07 

11.06 

7,773,383 

9,274,268 

12.76 

11.06 

1,152,376 

16,599 

14.05 

11.06 

684,905 

1,340,046 

12.76 

11.06 

42,784,867 

43,736,530 

9.44 

9.85 

104,232,903 

112,697,224 

11.72 

10.59 

4,837,374,731 

5,274,753,243 

9.44 

9.85 

834,804,938 

1,383,280,946 

10.50 

13.55 

5,886,593,748 

6,889,060,734 

9.72 

10.63 
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TREASURER  S CENTRAL  CLEARING  AND  COLLECTION  ACCOUNTS 

June  30,  1983 


Exhibit  D 


Raleigh,  Branch  Banking  & Trust  Co. 

$ 2,755,747.42 

Raleigh,  Central  Carolina  Bank  & Trust  Co. 

2,289,435.45 

Raleigh,  First  Citizens  Bank  & Trust  Co. 

7,547,266.74 

Raleigh,  First  Union  National  Bank  of  N.C. 

5,590,497.47 

Raleigh,  NCNB,  National  Bank  of  N.C. 

11,320,771.33 

Unemployment  Benefit  Account 

9,416.90 

Unemployment  Clearing  Account 

98,805.80 

Raleigh,  Northwestern  Bank 

5,601,655.21 

Raleigh,  The  Planters  National  Bank  & Trust  Co. 

1,352,812.27 

Raleigh,  Southern  National  Bank  of  N.C. 

1,947,342.82 

Raleigh,  United  Carolina  Bank 

2,296,414.34 

Raleigh,  Wachovia  Bank  & Trust  Co.,  N.A. 

22,128,662.88 

$62,938,828.63 
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Exhibit  E 

AGENCY,  DEPARTMENT  AND  INSTITUTION  COLLECTION  ACCOUNTS 

June  30,  1983 


ABERDEEN 

The  Carolina  Bank 

$ 1,904.54 

AHOSKIE 

Tarheel  Bank  & Trust  Co. 

1,323.62 

ALBEMARLE 

Cabarrus  Bank  & Trust  Co. 

1,334.34 

ALBEMARLE 

First  National  Bank 

863.27 

ASHEBORO 

The  First  National  Bank  of  Randolph  County 

1,737.77 

BATH 

Southern  Bank  & Trust  Co. 

1,733.50 

CAMDEN 

Bank  of  Currituck 

1,035.15 

CANDOR 

The  Bank  of  Candor 

1,339.70 

CARTHAGE 

Carolina  Bank 

1,353.48 

CONCORD 

Citizens  National  Bank 

1,444.61 

CRESWELL 

The  East  Carolina  Bank 

1,894.91 

CURRITUCK 

Bank  of  Currituck 

1,675.95 

DOBSON 

Peoples  Bank  of  North  Carolina 

1,377.09 

DURHAM 

Mechanics  & Farmers  Bank 

1,986.29 

EDENTON 

Peoples  Bank  & Trust  Co. 

1,911.88 

ELIZABETH  CITY 

Peoples  Bank  & Trust  Co. 

1,071.66 

FAIRFIELD 

The  East  Carolina  Bank 

1,273.74 

FAYETTEVILLE 

United  National  Bank 

1,028.16 

FUQUAY-VARINA 

The  Carolina  Bank 

1,985.06 

GATESVILLE 

Tarheel  Bank  and  Trust  Co. 

1,313.80 

GREENSBORO 

Greensboro  National  Bank 

1,569.19 

GREENVILLE 

First  State  Bank 

1,521.15 

HERTFORD 

Peoples  Bank  & Trust  Co. 

1,215.43 

HERTFORD 

Tarheel  Bank  and  Trust  Co. 

1,975.22 

JACKSON 

Peoples  Bank  and  Trust 

1,045.55 

KANNAPOLIS 

Cabarrus  Bank  & Trust  Co. 

1,227.71 

KERNERSVILLE 

United  Citizens  Bank 

1,660.58 

LENOIR 

Bank  of  Granite 

1,660.24 
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LEWISTON 

Tarheel  Bank  & Trust  Co. 

1,461.73 

LEXINGTON 

Lexington  State  Bank 

1,806.33 

MADISON 

Peoples  Bank  of  North  Carolina 

1,852.53 

MANTEO 

The  East  Carolina  Bank 

1,072.94 

MONROE 

Security  Bank  & Trust  Co. 

1,425.79 

MOORESVILLE 

Piedmont  Bank  & Trust  Co. 

1,897.99 

MOUNT  PLEASANT 

Piedmont  Bank  & Trust  Co. 

1,759.68 

NEWLAND 

Avery  County  Bank 

1,804.96 

OCRACOKE 

The  East  Carolina  Bank 

1,774.00 

OXFORD 

The  Union  National  Bank 

1,481.78 

PEMBROKE 

Lumbee  Bank 

1,823.89 

PILOT  MOUNTAIN 

Bank  of  Pilot  Mountain 

1,063.65 

RALEIGH 

Mechanics  & Farmers  Bank 

16,079.78 

RALEIGH 

State  Bank  of  Raleigh 

1,152.77 

ROCKINGHAM 

Richmond  County  Bank 

1,663.42 

ROCKY  MOUNT 

Peoples  Bank  & Trust  Co. 

1,918.29 

SALISBURY 

Security  Bank  & Trust  Co. 

1,076.84 

SANFORD 

The  Carolina  Bank 

1,648.36 

SEVEN  SPRINGS 

Southern  Bank  & Trust  Co. 

1,269.16 

SHELBY 

First  National  Bank 

1,882.86 

SILER  CITY 

The  Carolina  Bank 

1,275.49 

SMITHFIELD 

First  National  Bank  of  Smithfield 

1,506.48 

SUNBURY 

Farmers  Bank 

213.10 

SWAN  QUARTER 

The  East  Carolina  Bank 

1,078.10 

TARBORO 

Peoples  Bank  & Trust  Co. 

1,845.80 

TROY 

Bank  of  Montgomery 

1,045.72 

TROY 

The  Fidelity  Bank 

1,543.14 

TYRRELL 

East  Carolina  Bank 

1,453.11 

WADESBORO 

The  First  National  Bank  of  Anson  County 

1,078.33 
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WALNUT  COVE 

Peoples  Bank  of  North  Carolina  1,189.15 

WINDSOR 

Southern  Bank  & Trust  Co.  1,008.74 

WINSTON-SALEM 

Southern  National  Bank  of  North  Carolina  10.00 

ZEBULON 

Peoples  Bank  & Trust  Co.  1,567.99 


$102,195.49 
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Exhibit  F 


SHORT  TERM  INVESTMENT  FUND 

INVESTMENTS  IN  CERTIFICATES  OF  DEPOSIT  AND  SAVINGS  CERTIFICATES 

June  30,  1983 


ABERDEEN 

First  Security  Savings  & Loan  Assoc. 

$ 100,000.00 

ASHEBORO 

First  Southern  Savings  & Loan  Assoc. 

100,000.00 

ASHEVILLE 

Blue  Ridge  Savings  & Loan  Assoc. 

100,000.00 

BELHAVEN 

Southern  Bank  & Trust  Co. 

575,000.00 

BISCOE 

The  Fidelity  Bank 

141,000.00 

BOONE 

Watauga  Savings  & Loan  Assoc. 

100,000.00 

BURLINGTON 

Community  Federal  Savings  & Loan  Assoc. 

1,900,000.00 

BURLINGTON 

First  Federal  Savings  & Loan  Assoc. 

1,300,000.00 

BURLINGTON 

The  Morris  Plan  Industrial  Bank 

250,000.00 

CARTHAGE 

First  American  Fed.  Savings  & Loan  Assoc. 

100,000.00 

CATAWBA 

Peoples  Bank 

1,190,000.00 

CHAPEL  HILL 

Orange  Federal  Savings  & Loan  Assoc. 

1,000,000.00 

CHARLOTTE 

First  Federal  Savings  & Loan  Assoc. 

1,000,000.00 

CHARLOTTE 

First  Union  National  Bank 

30,000,000.00 

CHARLOTTE 

Home  Federal  Savings  & Loan  Assoc. 

100,000.00 

CHARLOTTE 

Mutual  Savings  & Loan  Assoc. 

2,200,000.00 

CHARLOTTE 

Southeastern  Savings  & Loan  Assoc. 

350,000.00 

CONCORD 

Citizens  Savings  & Loan  Assoc. 

1,500,000.00 

CONCORD 

C-K  Federal  Savings  & Loan  Assoc. 

1,500,000.00 

CONOVER 

First  Federal  Savings  & Loan  Assoc,  of  Catawba  County 

100,000.00 

CORNELIUS 

First  Union  National  Bank 

286,000.00 

DUNN 

First  Federal  Savings  & Loan 

500,000.00 

ELIZABETH  CITY 

Albemarle  Savings  & Loan  Assoc. 

100,000.00 

ELKIN 

Mutual  Savings  & Loan  Assoc. 

100,000.00 

ENFIELD 

Enfield  Savings  & Loan  Assoc. 

100,000.00 

FAYETTEVILLE 

Highland  Savings  & Loan  Assoc. 

300,000.00 

FAYETTEVILLE 

Home  Federal  Savings  & Loan  Assoc. 

100,000.00 
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FRANKLINTON 

First  Federal  Savings  & Loan  Assoc. 

100,000. 

GASTONIA 

First  State  Savings  & Loan 

100,000. 

GASTONIA 

Gaston  Federal  Savings  & Loan  Assoc. 

100,000. 

GATESVILLE 

Tarheel  Bank  & Trust  Co. 

950,000. 

GOLDSBORO 

East  Coast  Federal  Savings  & Loan  Assoc. 

100,000. 

GRANITE  FALLS 

Bank  of  Granite 

3,700,000. 

GRANITE  FALLS 

Granite  Savings  & Loan  Assoc. 

100,000. 

GREENSBORO 

American  Federal  Savings  & Loan  Assoc. 

100,000. 

GREENSBORO 

First  Citizens  Bank  & Trust  Co. 

100,000. 

GREENSBORO 

Greensboro  National  Bank 

500,000. 

GREENSBORO 

Scottish  Savings  & Loan  Assoc. 

600,000. 

GREENSBORO 

Triad  Bank 

500,000. 

GREENVILLE 

Home  Federal  Savings  & Loan  Assoc. 

1,100,000. 

HENDERSONVILLE 

First  Federal  Savings  & Loan  Assoc. 

1,000,000. 

HICKORY 

Fidelity  Federal  Savings  & Loan  Assoc. 

100,000. 

HIGHLANDS 

Carolina  Mountain  Bank 

300,000. 

HIGHLANDS 

Brevard  Federal  Savings  & Loan  Assoc. 

100,000. 

HIGH  POINT 

Central  Savings  Bank 

300,000. 

HIGH  POINT 

First  Federal  Savings  & Loan  Assoc. 

1,000,000. 

HIGH  POINT 

High  Point  Bank  & Trust  Co. 

2,300,000. 

HIGH  POINT 

Perpetual  Savings  & Loan  Assoc. 

100,000. 

HILLSBOROUGH 

Hillsborough  Savings  & Loan  Assoc. 

100,000. 

KENLY 

Kenly  Savings  & Loan  Assoc. 

100,000. 

KINGS  MOUNTAIN 

First  Federal  Savings  & Loan  Assoc,  of  Kings  Mountain 

100,000. 

KINGS  MOUNTAIN 

Home  Federal  Savings  & Loan  Assoc. 

100,000. 

KINSTON 

First  American  Federal  Savings  & Loan  Assoc. 

100,000. 

KINSTON 

First  Financial  Savings  & Loan  Assoc. 

3,200,000. 

LENOIR 

Citizens  Savings  & Loan  Assoc. 

100,000. 

LENOIR 

Mutual  Savings  & Loan  Assoc. 

1,100,000. 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 

00 
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LEXINGTON 

Davidson  Federal  Savings  & Loan  Assoc. 

1,000,000.00 

LEXINGTON 

Industrial  Federal  Savings  & Loan  Assoc. 

100,000.00 

LEXINGTON 

Lexington  State  Bank 

200,000.00 

LEXINGTON 

Perpetual  Savings  & Loan  Assoc. 

600,000.00 

LINCOLNTON 

First  Federal  Savings  & Loan  Assoc. 

100,000.00 

LINCOLNTON 

Lincoln  Bank  of  North  Carolina 

100,000.00 

LUMBERTON 

Robeson  Savings  & Loan  Assoc. 

600,000.00 

LUMBERTON 

Southern  National  Bank  of  North  Carolina 

1,750,000.00 

MACCLESFIELD 

Southern  Bank  & Trust  Co. 

100,000.00 

MONROE 

Heritage  Federal  Savings  & Loan  Assoc. 

100,000.00 

MONROE 

Monroe  Savings  and  Loan  Assoc. 

200,000.00 

MONROE 

United  Carolina  Bank 

1,600,000.00 

MOORESVILLE 

Citizens  Savings  & Loan  Assoc,  of  Mooresville 

100,000.00 

MORGANTON 

Surety  Federal  Savings  & Loan  Assoc. 

4,050,000.00 

MOUNT  AIRY 

United  Savings  & Loan  Assoc. 

100,000.00 

MOUNT  OLIVE 

Southern  Bank  & Trust  Co. 

350,000.00 

NEW  BERN 

Raleigh  Federal  Savings  & Loan  Assoc. 

100,000.00 

NORTH  WILKESBORO 

North  Wilkesboro  Savings  & Loan  Assoc. 

100,000.00 

NORTH  WILKESBORO 

The  Northwestern  Bank 

20,155,000.00 

OXFORD 

Granville  Federal  Savings  & Loan  Assoc. 

300,000.00 

PEMBROKE 

Lumbee  Bank 

300,000.00 

PLYMOUTH 

Plymouth  Savings  & Loan  Assoc. 

100,000.00 

PLYMOUTH 

Southern  Bank  and  Trust  Company 

100,000.00 

RALEIGH 

The  Fidelity  Bank 

655,000.00 

RALEIGH 

N.C.  Federal  Savings  & Loan  Assoc. 

6,100,000.00 

RALEIGH 

NCNB  National  Bank  of  N.  C. 

25,000,000.00 

RALEIGH 

Peoples  Bank  & Trust 

2,000,000.00 

RALEIGH 

Raleigh  Federal  Savings  & Loan 

100,000.00 

RALEIGH 

State  Bank  of  Raleigh 

400,000.00 
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RALEIGH 

United  Federal  Savings  & Loan  Assoc. 

REIDSVILLE 

1,000,000.00 

First  Federal  Savings  & Loan  Assoc. 

REIDSVILLE 

1,000,000.00 

Mutual  Savings  & Loan  Assoc. 

ROCKY  MOUNT, 

900,000.00 

Builders  Federal  Savings  & Loan 

ROCKY  MOUNT 

800,000.00 

Citizens  Savings  & Loan  Assoc. 

ROCKY  MOUNT 

100,000.00 

Home  Savings  & Loan 

ROCKY  MOUNT 

100,000.00 

Sun  Savings  & Loan  Assoc. 

ROCKY  MOUNT 

100,000.00 

United  Federal  Savings  & Loan  Assoc. 

ROXOBEL 

800,000.00 

Southern  Bank  & Trust  Co. 

SANFORD 

100,000.00 

First  Federal  Savings  and  Loan  Assoc. 

SANFORD 

500,000.00 

Sanford  Savings  & Loan  Assoc. 

SHELBY 

2,500,000.00 

Cleveland  Fed.  Savings  & Loan 

SMITHFIELD 

100,000.00 

First  National  Bank  of  Smithfield 

SOUTHERN  PINES 

820,000.00 

First  Federal  Savings  & Loan  of  Moore  Co. 

STATESVILLE 

200,000.00 

Asheville  Federal  Savings  & Loan  Assoc. 

TARBORO 

100,000.00 

Edgecombe  Homestead  & Loan  Assoc. 

TAYLORSVILLE 

400,000.00 

Taylorsville  Savings  & Loan  Assoc. 

VALDESE 

100,000.00 

Western  Carolina  Savings  & Loan  Assoc. 

WADESBORO 

100,000.00 

The  First  National  Bank  of  Anson  Co. 

WAKE  FOREST 

250,000.00 

Wake  Forest  Savings  & Loan  Assoc. 

WHITEVILLE 

100,000.00 

Columbus  National  Bank 

WILMINGTON 

300,000.00 

Cooperative  Savings  & Loan 

WILMINGTON 

600,000.00 

Peoples  Fed.  Savings  & Loan 

WILSON 

100,000.00 

Branch  Banking  & Trust  Co. 

WINSTON-SALEM 

28,000,000.00 

Citizens  National  Bank 

WINSTON-SALEM 

1,500,000.00 

First  Federal  Savings  & Loan  Assoc. 

WINSTON-SALEM 

3,600,000.00 

Standard  Savings  & Loan 

100,000.00 

$173,972,000.00 

NOTE:  The  rate  of  interest  at  which  these  monies  are  invested  ranges  from  8.250%  to  9.500%  . 
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STATEMENT  OF  SECURITIES  HELD  IN  TRUST 

June  30,  1983 


Exhibit  G 


Description 

Securities  Held  in  Safekeeping: 

Atlantic  & East  Carolina  Railroad  Company 
Deposit  to  Insure  Rental  Agreement 
Atlantic  & North  Carolina  Railroad  Company 
Treasury  Stock  (735  shares  common  stock) 
Department  of  Public  Education  Literary  Loan  Notes 

Securities  Held  as  Good  Faith  Deposits: 

North  Carolina  Department  of  Agriculture 
North  Carolina  Department  of  Insurance 
North  Carolina  Department  of  Revenue 
North  Carolina  Industrial  Commission 
North  Carolina  Division  of  Motor  Vehicles 

Securities  Held  as  Custodian: 

In  Treasurer’s  Vault 

Long-term  Investment  Fund* 

Short-term  Investment  Fund** 

By  Contractual  Custodian  Agreements 
Liquid  Asset  Fund 
Short-term  Investment  Fund 
Long-term  Investment  Fund 
Equity  Investment  Fund 

Securities  Owned  by  the  State: 

North  Carolina  Railroad  Company 
(30,002  shares  common  stock) 

Atlantic  & North  Carolina  Railroad  Company 
(12,666  shares  common  stock) 

Securities  Held  by  Escrow  Agents  to  Secure  Public  Deposits 

Total 


Par  Value 


$ 50,000.00 

73,500.00 

2,761,851.35 


4,000.00 

131,326,424.50 

477,144.91 

805,000.00 

746,130.00 


499,645,969.62 

173,972,000.00 

9,549,000.00 

1,405,915,103.39 

4,871,969,461.66 

1,161,318,605.97 


3,000,200.00 

1,266,600.00 

1,085,109,784.00 

$9,347,990,775.40 


'Corporate  Private  Placements  and  FHA  Project  Loans 
"Certificates  of  Deposit  and  Savings  Certificates 


60 


Exhibit  H 

SUMMARY  OF  STATE  AND  LOCAL  GOVERNMENT 

DEBT  AND  AUTHORIZATIONS 

At  June  30,  1983 


General  Obligations 


Bonds 

Literary 
Fund  Loans 

Bond 

Anticipation 

Notes 

Total 

Revenue 

Bonds 

Industrial 

Revenue 

Bonds 

Total 

Indebtedness 

Authorized 
and  Unissued 
Bonds 

State 

State  Authorities 
and  Institutions 

$ 937,400,000 

$ - 

$ 

$ 937,400,000 

$ - 

3,662,292,438 

$ 

$ 937,400,000 

3,662,292,438 

$ 46,000,000 

937,400,000 

— 

— 

937,400,000 

3,662,292,438 

— 

4,599,692,438 

46,000,000 

Counties 

Cities 

Districts 

Authorities 

803,846,250 

899,735,296 

61,971,000 

2,761,851 

26,534,000 

39,713,100 

4,860,000 

833,142,101 

939,448,396 

66,831,000 

112,830,900 

3,705,000 

12,470,000 

101,556,000 

1,209,503,101 

945,973,001 

943,153,396 

79,301,000 

1,311,059,101 

124,253,000 

132,867,900 

42,450,000 

$1,765,552,546 

$2,702,952,546 

$2,761,851 

$2,761,851 

$71,107,100 

$71,107,100 

$1,839,421,497 

$2,776,821,497 

$ 230,561,900 
$3,892,854,338 

$1,209,503,101 

$1,209,503,101 

$3,279,486,498 

$7,879,178,936 

$299,570,900 

$345,570,900 

OUTSTANDING  STATE  GENERAL  OBLIGATION  BONDED  INDEBTEDNESS 

At  June  30,  1983 

Schedule  H-l 

Bonds 

(General) 

Bonds 

(Highway) 

Total 

$630,900,000 

$306,500,000 

$937,400,000 

Schedule  H-2 

ANNUAL  DEBT  REQUIREMENTS  FOR  STATE  BONDS 
ISSUED  AND  OUTSTANDING 

At  June  30,  1983 


GENERAL  HIGHWAY  TOTAL 


Existing  Debt 

Existing  Debt 

Existing  Debt 

Fiscal 

Principal 

Principal 

Principal 

Year 

Principal 

& Interest 

Principal 

& Interest 

Principal 

& Interest 

1983-84 

$ 41,700,000 

$ 79,525,500 

$ 16,500,000 

$ 38,288,000 

$ 58,200,000 

$ 117,813,500 

1984-85 

40,700,000 

76,077,250 

17,500,000 

38,401,500 

58,200,000 

114,478,750 

1985-86 

40,500,000 

73,481,250 

18,500,000 

38,445,500 

59,000,000 

111,926,750 

1986-87 

39,500,000 

70,166,250 

19,000,000 

37,971,000 

58,500,000 

108,137,250 

1987-88 

40,500,000 

68,782,250 

20,000,000 

37,707,750 

60,500,000 

106,490,000 

1988-89 

40,500,000 

66,415,750 

21,000,000 

37,302,000 

61,500,000 

103,717,750 

1989-90 

40,500,000 

64,123,500 

24,000,000 

38,688,500 

64,500,000 

102,812,000 

1990-91 

40,500,000 

61,900,000 

25,000,000 

37,830,500 

65,500,000 

99,730,500 

1991-92 

40,500,000 

59,653,000 

28,000,000 

38,867,500 

68,500,000 

98,520,500 

1992-93 

39,500,000 

56,287,500 

30,000,000 

38,525,500 

69,500,000 

94,813,000 

1993-94 

38,500,000 

53,026,000 

32,000,000 

38,180,500 

70,500,000 

91,206,500 

1994-95 

38,500,000 

50,740,500 

25,000,000 

28,630,500 

63,500,000 

79,371,000 

1995-96 

38,500,000 

48,483,000 

24,500,000 

26,125,500 

63,000,000 

74,608,500 

1996-97 

36,000,000 

43,734,500 

5,500,000 

5,945,500 

41,500,000 

49,680,000 

1997-98 

28,000,000 

33,529,000 

28,000,000 

33,529,000 

1998-99 

25,000,000 

28,455,500 

25,000,000 

28,455,500 

1999-00 

22,000,000 

23,551,500 

22,000,000 

23,551,500 

$630,900,000 

$957,932,250 

$306,500,000 

$480,909,750 

$937,400,000 

$1,438,842,000 

NOTE:  There  are  $46,000,000  bonds  authorized  and  unissued  of  Clean  Water  Bonds  of  1977  (balance  of  $230,000,000  authorization).  An 
offering  date  for  these  remaining  Bonds  has  not  been  scheduled  at  this  time. 
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Schedule  H-3 


REVENUE  BONDS  AND  OTHER  INDEBTEDNESS  OF  STATE  AUTHORITIES 

AND  INSTITUTIONS 
At  June  30,  1983 

Appalachian  State  University  $ 15,948,667 

East  Carolina  University 8,949,000 

Elizabeth  City  State  University 3,648,000 

Fayetteville  State  University 2,935,000 

North  Carolina  A & T State  University 5,705,000 

North  Carolina  Central  University 6,809,000 

North  Carolina  School  of  the  Arts 80,919 

North  Carolina  State  University  at  Raleigh 24,782,073 

Pembroke  State  University 1,570,000 

University  of  North  Carolina  at  Asheville 1 , 146,500 

University  of  North  Carolina  at  Chapel  Hill 17,588,555 

University  of  North  Carolina  at  Charlotte 21,528,000 

University  of  North  Carolina  at  Greensboro 4,388,400 

University  of  North  Carolina  at  Wilmington 16,435,588 

Western  Carolina  University 9,201,284 

Winston-Salem  State  University 2,759,000 

North  Carolina  Housing  Finance  Agency 236,050,000 

North  Carolina  Medical  Care  Commission 255,832,452 

North  Carolina  State  Education  Assistance  Authority 92, 120,000 

North  Carolina  State  Ports  Authority 10,985,000 

North  Carolina  ABC  Commission 5,550,000 

North  Carolina  Department  of  Administration  (Agriculture  Bonds) 1,600,000 

North  Carolina  Government  Complex  Parking  Facilities 1,680,000 

North  Carolina  Eastern  Municipal  Power  Agency 1,340,000,000 

North  Carolina  Municipal  Power  Agency  No.  1 1,575,000,000 

Total  $3,662,292,438 
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Exhibit  I 


TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 
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Exhibit  J 


TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1982  and  1981 


1982 


1981 


ASSETS 


Cash  on  deposit  with  State  Treasurer 

$ 5,852,931 

$ 3,965,460 

Receivables: 

Accounts  receivable 

38,770,900 

37,683,486 

Interest  receivable 

3,838,532 

3,311,586 

42,609,432 

40,995,072 

Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 

4,135,075,213 

3,676,640,625 

Equity  Investment  Fund  - at  cost 

881,534,428 

683,249,102 

5,016,609,641 

4,359,889,727 

Total  assets 

$5,065,072,004 

$4,404,850,259 

LIABILITIES  AND  RESERVE  BALANCE 

Current  liabilities: 

Accounts  payable 

$ 94,141 

$ 123,751 

Reserve  balances: 

Employee  Reserves 

1,391,231,318 

1,255,181,260 

Annuitant  Reserves 

2,102,784,493 

1,923,069,130 

Employer  Reserves 

1,570,962,052 

1,226,476,118 

Total  Reserve  balances  (net  assets) 

5,064,977,863 

4,404,726,508 

Total  liabilities  and  Reserve  balances 

$5,065,072,004 

$4,404,850,259 
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Schedule  J-l 

TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1982 


1982 

1981 

Employee 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 
Less  Administrative  Expenses 

$ 48,028,283 

$ 150,969,511 

$ 270,763,406 

1,748,328 

$ 469,761,200 

1,748,328 

$ 370,070,190 

1,700,956 

Net  Income  for  Year 

48,028,283 

150,969,511 

269,015,078 

468,012,872 

368,369,234 

Other  Sources  of  Funds: 
Contributions: 

Employer  Regular 
Employer  Special 
Employee  Regular 
Employee  Special 

173,944,532 

3,158,094 

281,346,675 

1,295,634 

281,346,675 

1,295,634 

173,944,532 

3,158,094 

262,518,852 

893,460 

165,067,043 

2,592,577 

Total  Contributions 

177,102,626 

282,642,309 

459,744,935 

431,071,932 

Miscellaneous 

Total  Other  Sources 

706,256 

177,808,882 

225,837,165 

2,712 

2,712 

150,972,223 

67,977 

282,710,286 

551,725,364 

776,945 

460,521,880 

928,534,752 

695,075 

431,767,007 

800,136,241 

Other  Uses  of  Funds: 
Retirement  Benefits 

Refunds 

Death  Benefits 

Miscellaneous 

34,697,181 

232,029,909 

1,289,074 

19,871 

247,362 

232,029,909 

34,697,181 

19,871 

1,536,436 

204,403,577 

34,786,881 

1,705 

1,916,303 

Total  Other  Uses 

34,697,181 

233,318,983 

267,233 

268,283,397 

241,108,466 

Net  increase  in  Reserves 

Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

191,139,984 

(55,089,926) 

(82,346,760) 

262,062,123 

551,458,131 

(206,972,197) 

660,251,355 

559,027,775 

Net  Increase  in  Reserves 
Reserves  - Beginning  of  Year 
Reserves  - End  of  Year 

136,050,058 

1,255,181,260 

$1,391,231,318 

179,715,363 

1,923,069,130 

$2,102,784,493 

344,485,934 

1,226,476,118 

$1,570,962,052 

660,251,355 

4,404,726,508 

$5,064,977,863 

559,027,775 

3,845,698,733 

$4,404,726,508 
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Schedule  J-2 


VALUATION  BALANCE  SHEET 
TEACHERS’  AND  STATE  EMPLOYEES’ 
RETIREMENT  SYSTEM  OF  NORTH  CAROLINA 

As  of  December  31,  1981 


ASSETS 


Current  assets: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  current  assets 

Future  member  contributions  to  Annuity  Savings  Fund 

Prospective  contributions  to  Pension  Accumulation  Fund: 
Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  assets 


LIABILITIES 


Annuity  Savings  Fund: 

Past  member  contributions 
Future  member  contributions 

Total  contributions  to  Annuity  Savings  Fund 

Pension  Accumulation  Fund: 

Benefits  currently  in  payment 
Benefits  to  be  paid  to  current  active  members 
Reserve  for  increases  in  retirement  allowances  effective  July  1,  1982 
(July  1,  1981  as  of  December  31,  1980) 

Reserve  from  undistributed  gains 

Total  benefits  payable  from  Pension  Accumulation  Fund 
Total  liabilities 

George  B.  Buck  Consulting  Actuaries,  Inc. 


$1,255,181,260 

3,149,545,248 

$4,404,726,508 

$2,098,771,297 


$1,686,013,148 

1,466,133,334 

$3,152,146,482 

$9,655,644,287 


$1,255,181,260 

2,098,771,297 

$3,353,952,557 


$1,886,958,025 

4,328,491,475 

36,111,105 

50,131,125 

$6,301,691,730 

$9,655,644,287 
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Exhibit  K 


NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’ 

RETIREMENT  SYSTEM 
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Exhibit  L 


NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’ 

RETIREMENT  SYSTEM 

STATEMENT  OF  ASSETS,  LIARILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1982  and  1981 


1982  1981 


ASSETS 


Cash  on  deposit  with  State  Treasurer 

$ 3,223,183 

$ 2,997,451 

Receivables: 

Accounts  receivable 

8,956,120 

7,934,265 

Interest  receivable 

657,788 

518,716 

9,613,908 

8,452,981 

Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 

711,397,737 

624,042,396 

Equity  Investment  Fund  - at  cost 

146,276,549 

105,279,338 

857,674,286 

729,321,734 

Total  assets 

$870,511,377 

$740,772,166 

LIABILITIES  AND  RESERVE  BALANCES 

Current  liabilities: 

Accounts  payable 

$ 25,476 

$ 40,397 

Reserve  balances: 

Employee  Reserves 

261,163,954 

226,338,113 

Annuitant  Reserves 

264,585,464 

238,014,353 

Employer  Reserves 

344,736,483 

276,379,303 

Total  Reserve  balances  (net  assets) 

870,485,901 

740,731,769 

Total  liabilities  and  Reserve  balances 

$870,511,377 

$740,772,166 
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Schedule  L-l 


NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’  RETIREMENT  SYSTEM 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1982 


1982  1981 


Employee 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 
Less  Administrative  Expenses 

$ 8,509,445 

$ 18,847,493 

$ 52,125,286 
497,259 

$ 79,482,224 
497,259 

$ 61,219,771 
481,782 

Net  Income  for  Year 

8,509,445 

18,847,493 

51,628,027 

78,984,965 

60,737,989 

Other  Sources  of  Funds: 
Contributions: 

Employer  Regular 
Employer  Special 
Employee  Regular 
Employee  Special 

45,909,952 

925,570 

46,653,134 

345,836 

46,653,134 

345,836 

45,090,952 

925,570 

42,448,464 

1,060,974 

42,020,948 

1,322,313 

Total  Contributions 

46,016,522 

46,998,970 

93,015,492 

86,852,699 

Miscellaneous 

7,955 

8,227 

16,182 

3,925 

Total  Other  Sources 

46,016,522 

54,525,967 

7,955 

18,855,448 

47,007,197 

98,635,224 

93,031,674 

172,016,639 

86,856,624 

147,594,613 

Other  Uses  of  Funds: 
Retirement  Benefits 

Refunds 

Miscellaneous 

11,702,581 

29,848,897 

258,442 

452,587 

29,848,897 

11,702,581 

711,029 

24,783,822 

12,991,951 

1,200,045 

Total  Other  Uses 

11,702,581 

30,107,339 

452,587 

42,262,507 

38,975,818 

Net  Increase  in  Reserves 

Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

42,823,386 

(7,997,545) 

(11,251,891) 

37,823,002 

98,182,637 

(29,825,457) 

129,754,132 

108,618,795 

Net  Increase  In  Reserves 
Reserves  - Beginning  of  Year 

34,825,841 

226,338,113 

26,571,111 

238,014,353 

68,357,180 

276,379,303 

129,754,132 

740,731,769 

108,618,795 

632,112,974 

Reserves  - End  of  Year 

$261,163,954 

$264,585,464 

$344,736,483 

$870,485,901 

$740,731,769 
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Schedule  L-2 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’  RETIREMENT  SYSTEM 

As  of  December  31,  1981 


ASSETS 


Current  assets: 


Annuity  Savings  Fund 

$ 

226,338,113 

Pension  Accumulation  Fund 

514,393,656 

Total  current  assets 

$ 

740,731,769 

Future  member  contributions  to  Annuity  Savings  Fund 

$ 

466,013,682 

Prospective  contributions  to  Pension  Accumulation  Fund: 

Normal  contributions 

$ 

331,716,248 

Accrued  liability  contributions 

103,047,009 

Total  prospective  contributions 

$ 

434,763,257 

Total  Assets 

$1,641,508,708 

LIABILITIES 

Annuity  Savings  Fund: 

Past  member  contributions 

$ 

226,338,113 

Future  member  contributions 

466,013,682 

Total  contributions  to  Annuity  Savings  Fund 

$ 

692,351,795 

Pension  Accumulation  Fund: 

Benefits  currently  in  payment 

$ 

221,394,728 

Benefits  to  be  paid  to  current  active  members 

Reserve  for  increases  in  retirement  allowances  effective 

711,142,560 

January  1,  1982  and  July  1,  1982  (July  1,  1981  and  January  1, 

1982  as  of  December  31,  1980) 

16,619,625 

Reserve  from  undistributed  gains 

-0- 

Total  benefits  payable  from  Pension  Accumulation  Fund 

$ 

949,156,913 

Total  Liabilities 

$1,641,508,708 

George  B.  Buck  Consulting  Actuaries,  Inc. 
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Exhibit  M 


LAW  ENFORCEMENT  OFFICERS’ 
BENEFIT  AND  RETIREMENT  FUND 
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Exhibit  N 


LAW  ENFORCEMENT  OFFICERS’  BENEFIT 
AND  RETIREMENT  FUND 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1982  and  1981 


1982  1981 


ASSETS 


Cash  on  deposit  with  State  Treasurer 

$ 948,233 

$ 1,147,478 

Receivables: 

Accounts  receivable 

1,962,107 

1,820,331 

Interest  receivable 

230,012 

186,758 

2,192,119 

2,007,089 

Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 

259,757,382 

228,409,901 

Equity  Investment  Fund  - at  cost 

53,832,891 

39,722,262 

313,590,273 

268,132,163 

Total  assets 

$316,730,625 

$271,286,730 

LIABILITIES  AND  RESERVE  BALANCE 


Current  liabilities: 


Accounts  payable 

$ 356,322 

356,322 

$ 164,311 

164,311 

Reserve  balances: 

Employee  Reserves 

117,873,416 

104,702,786 

Annuitant  Reserves 

74,958,559 

64,860,819 

Employer  Reserves 

117,800,499 

96,474,666 

Separate  Benefit  Reserves 

5,741,829 

5,084,148 

Total  Reserve  balances  (net  assets) 

316,374,303 

271,122,419 

Total  liabilities  and  Reserve  balances 

$316,730,625 

$271,286,730 
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Schedule  N-l 

LAW  ENFORCEMENT  OFFICERS’  BENEFIT  AND  RETIREMENT  FUND 
STATEMENT  OF  INCOME  AND  CHANGE  IN  RESERVES 

For  the  Year  Ended  December  31,  1982 


1982 

1981 

Employee 

Annuitant 

Employer 

Separate 

Benefit 

Total 

Total 

Reserves 

Reserves 

Reserves 

Reserves 

Fund 

Fund 

Income  From  Investment  Funds 

$ 3,997,199  $ 5,243,227 

$ 19,265,400 

$ 535,700 

$ 29,041,526 

$ 22,502,969 

Less  Administrative  Expenses 

66,161 

22,054 

88,215 

85,465 

Net  Income  for  Year 

3,997,199  5,243,227 

19,199,239 

513,646 

28,953,311 

22,417,504 

Other  Sources  of  Funds: 

Contributions: 

Employer  Regular 

9,154,481 

9,154,481 

7,181,849 

Employer  Special 

161,944 

161,944 

1,356,129 

Court  Costs  Received 

1,441,022 

720,511 

2,161,533 

2,385,211 

Employee  Regular 

16,097,241 

16,097,241 

14,624,397 

Employee  Special 

122,911 

122,911 

843,854 

Total  Contributions 

16,220,152 

10,757,447 

720,511 

27,698,110 

26,391,440 

Miscellaneous 

101,206 

37,665 

138,871 

115,926 

Total  Other  Sources 

16,220,152 

10,858,653 

758,176 

27,836,981 

26,507,366 

20,217,351  5,243,227 

30,057,892 

1,271,822 

56,790,292 

48,924,870 

Other  Uses  of  Funds: 

Retirement  Benefits 

8,184,275 

8,184,275 

6,966,578 

Refunds 

2,721,652 

2,721,652 

2,938,302 

Death  Benefits 

5,100 

266,000 

271,100 

293,900 

Insurance  Premiums 

348,141 

348,141 

344,297 

Miscellaneous 

13,240 

13,240 

92 

Total  Other  Uses 

2,721,652  8,202,615 

614,141 

11,538,408 

10,543,169 

Net  Increase  in  Reserves 

Before  Intra-Fund  Transfers 

17,495,699  (2,959,388) 

30,057,892 

657,681 

45,251,884 

38,381,701 

Transfers  to  Annuitant  Reserve 

(4,325,069)  13,057,128 

(8,732,059) 

Net  Increase  in  Reserves 

13,170,630  10,097,740 

21,325,833 

657,681 

45,251,884 

38,381,701 

Reserves  - Beginning  of  Year 

104,702,786  64,860,819 

96,474,666 

5,084,148 

271,122,419 

232,740,718 

Reserves  - End  of  Year 

$117,873,416  $74,958,559 

$117,800,499 

$5,741,829 

$316,374,303 

$271,122,419 
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Schedule  N-2 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF 
THE  LAW  ENFORCEMENT  OFFICERS’  BENEFIT  AND  RETIREMENT  FUND 

As  of  December  31,  1981 

ASSETS 


Current  assets: 

Regular  Contribution  Account 

Special  Contribution  Account 

Accumulation  Account 

Separate  Benefit  Fund  - Death  Benefit  Fund 

Separate  Benefit  Fund  - Insurance  Fund 

Total  current  assets 

$ 60,125,464 
44,577,322 
161,335,485 
4,684,148 
400,000 

$271,122,419 

Future  contributions  by  members  to  Regular  Contribution  Account 

$120,590,608 

Prospective  contributions  to  the  Accumulation  Account: 

Normal  contributions 

Accrued  liability  contributions 

Total  prospective  contributions 

$102,502,029 

34,216,816 

$136,718,845 

Prospective  contributions  to  the  Separate  Benefit  Fund 
on  account  of  death  after  retirement  benefits 

Total  assets 

$ -0- 

$528,431,872 

LIABILITIES 


Regular  Contribution  Account: 

Past  contributions 

Future  contributions 

Total  contributions  to  Regular  Contribution  Account 

$ 60,125,464 
120,590,608 
$180,716,072 

Special  Contribution  Account 

$ 44,577,322 

Separate  Benefit  Fund  - Death  Benefit  Fund  - 
Death  after  retirement  benefits 

Contingency  reserve 

Total  - Death  Benefit  Fund 

$ 4,355,199 
328,949 

$ 4,684,148 

Separate  Benefit  Fund  - Insurance  Fund 

$ 400,000 

Accumulation  Fund: 

Benefits  currently  in  payment 

Benefits  to  or  on  account  of  current  active  members 

Reserve  for  increases  to  retirees  and  beneficiaries 

Total  benefits  payable  from  Accumulation  Account 

Total  liabilities 

$ 64,860,819 
233,193,511 
-0- 

$298,054,330 

$528,431,872 

George  B.  Buck  Consulting  Actuaries,  Inc. 

74 


Exhibit  O 


UNIFORM  JUDICIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1982  and  1981 


1982  1981 


ASSETS 


Cash  on  deposit  with  State  Treasurer 

$ 938,224 

$ 479,209 

Receivables: 

Accounts  receivable 

301,768 

289,337 

Interest  receivable 

21,390 

17,981 

323,158 

307,318 

Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 

15,233,742 

13,293,909 

Equity  Investment  Fund  - at  cost 

3,320,994 

2,160,618 

18,554,736 

15,454,527 

Total  assets 

$19,816,118 

$16,241,054 

LIABILITIES  AND  RESERVE  BALANCES 

Reserve  balances: 

Employee  Reserves 

$ 3,784,762 

$ 3,279,108 

Annuitant  Reserves 

15,566,140 

16,284,220 

Employer  Reserves 

465,216 

(3,322,274) 

Total  Reserve  balances  (net  assets) 

19,816,118 

16,241,054 

Total  liabilities  and  Reserves 

$19,816,118 

$16,241,054 
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Schedule  0-1 

UNIFORM  JUDICIAL  RETIREMENT  SYSTEM  OF  NORTH  CAROLINA 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1982 


1982 

1981 

Employee 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 
Less  Administrative  Expenses 

$ 126,241 

$ 1,194,389 

$ 469,161 
6,651 

$ 1,789,791 
6,651 

$ 1,325,038 
6,954 

Net  Income  for  Year 

126,241 

1,194,389 

462,510 

1,783,140 

1,318,084 

Other  Sources  of  Funds: 
Contributions: 

Employer  Regular 
Employee  Regular 
Employee  Special 

590,126 

36,540 

3,026,360 

3,026,360 

590,126 

36,540 

2,830,571 

551,946 

62,685 

Total  Contributions 

626,666 

3,026,360 

3,653,026 

3,445,202 

Miscellaneous 

125 

125 

225 

Total  Other  Sources 

626,666 

3,026,485 

3,653,151 

3,445,427 

752,907 

1,194,389 

3,488,995 

5,436,291 

4,763,511 

Other  Uses  of  Funds: 

Retirement  Benefits 

Refunds 

Death  Benefits 

18,967 

1,842,260 

1,842,260 

18,967 

1,676,928 

42,669 

36,960 

Total  Other  Uses 

18,967 

1,842,260 

1,861,227 

1,756,557 

Net  Increase  in  Reserves 

Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

733,940 

(228,286) 

(647,871) 

(70,209) 

3,488,995 

298,495 

3,575,064 

3,006,954 

Net  Increase  in  Reserves 

Reserves  - Beginning  of  Year 

505,654 

3,279,108 

(718,080) 

16,284,220 

3,787,490 

(3,322,274) 

3,575,064 

16,241,054 

3,006,954 

13,234,100 

Reserves  - End  of  Year 

$3,784,762 

$15,566,140 

$ 465,216 

$19,816,118 

$16,241,054 
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Schedule  0-2 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  JUDICIAL  RETIREMENT  SYSTEM 

As  of  December  31,  1981 

ASSETS 


Present  assets  of  system  creditable  to: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State  to  the  Pension  Accumulation  Fund: 

Normal  contributions 
Accrued  liabilities  contributions 

Total  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  past  and  future  contributions  by  members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of  beneficiaries  or  their  dependents  now 
drawing  allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active  members  to  be  paid  by  contributions  of 
the  State  into  the  Pension  Accumulation  Fund 

Reserve  for  increases  in  retirement  allowances  effective  July  1,  1983 
Total  liabilities 


George  B.  Buck  Consulting  Actuaries,  Inc. 


$ 3,279,108 
12,961,946 

$16,241,054 

8,432,173 


$24,017,638 

17,485,903 

41,503,541 

$66,176,768 


$11,711,281 


13,550,507 


40,388,970 

526,010 

$66,176,768 
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Exhibit  P 


UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIARILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1982  and  1981 


1982 


ASSETS 


Cash  on  deposit  with  State  Treasurer 


$ 190,240 


Receivables: 

Accounts  receivable  39,046 

Interest  receivable  3,928 

42,974 


Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 
Equity  Investment  Fund  - at  cost 

Total  assets 


2,547,662 

590,805 

3,138,467 

$3,371,681 


LIABILITIES  AND  RESERVE  BALANCES 


Reserve  balances: 

Employee  Reserves  $ 772,702 

Annuitant  Reserves  976,878 

Employer  Reserves  1,622,101 

Total  Reserve  balances  (net  assets)  3,371,681 

Total  liabilities  and  Reserve  balances  $3,371,681 


1981 


$ 175,679 


37,186 

4,358 

41,544 


2,130,987 

363,207 

2,494,194 

$2,711,417 


$ 652,972 
1,234,060 
824,385 

2,711,417 

$2,711,417 
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Schedule  P-1 


UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM  OF  NORTH  CAROLINA 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1982 


1982 

1981 

Employee 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 
Less  Administrative  Expenses 

$ 26,119 

$ 82,910 

$ 194,684 
1,885 

$ 303,713 
1,885 

$ 223,449 
1,501 

Net  Income  for  Year 

26,119 

82,910 

192,799 

301,828 

221,948 

Other  Sources  of  Funds: 
Contributions: 

Employer  Regular 

Employee  Regular 

Employee  Special 

93,611 

374,909 

374,909 

93,611 

342,586 

85,540 

6,412 

Total  Contributions 

93,611 

374,909 

468,520 

434,538 

Miscellaneous 

50 

Total  Other  Sources 

93,611 

374,909 

468,520 

434,588 

119,730 

82,910 

567,708 

770,348 

656,536 

Other  Uses  of  Funds: 

Retirement  Benefits 

Refunds 

110,084 

110,084 

108,498 

5,013 

Total  Other  Uses 

110,084 

110,084 

113,511 

Net  Increase  in  Reserves 

Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

119,730 

(27,174) 

(230,008) 

567,708 

230,008 

660,264 

543,025 

Net  Increase  In  Reserves 

Reserves  - Beginning  of  Year 

119,730 

652,972 

(257,182) 

1,234,060 

797,716 

824,385 

660,264 

2,711,417 

543,025 

2,168,392 

Reserves  - End  of  Year 

$772,702 

$ 976,878 

$1,622,101 

$3,371,681 

$2,711,417 

79 


Schedule  P-2 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM 

As  of  December  31,  1981 

ASSETS 


Present  assets  of  system  creditable  to: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State  to  the  Pension  Accumulation  Fund: 

Normal  contributions 
Accrued  liability 

Total  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  past  and  future  contributions  by  members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of  beneficiaries  or  their  dependents  now 
drawing  allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active  members  to  be  paid  by  contributions  of 
the  State  into  the  Pension  Accumulation  Fund 

Reserve  for  4%  increase  in  retirement  allowances  effective  July  1,  1983 
Total  liabilities 

George  B.  Buck  Consulting  Actuaries,  Inc. 


$ 652,972 

2,058,445 

$ 2,711,417 

1,591,054 


$ 4,168,562 
1,550,299 

5,718,861 

$10,021,332 


$ 2,244,026 

999,480 

6,737,847 

39,979 

$10,021,332 
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Exhibit  Q 


UNIFORM  CLERKS  OF  SUPERIOR  COURT  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1982  and  1981 


1982 

1981 

ASSETS 

Cash  on  deposit  with  State  Treasurer 

$ 375,750 

$ 150,544 

Receivables: 

Accounts  receivable 

73,154 

69,197 

Interest  receivable 

7,352 

5,633 

80,506 

74,830 

Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 

4,602,590 

4,094,904 

Equity  Investment  Fund  - at  cost 

1,031,091 

680,944 

5,633,681 

4,775,848 

Total  assets 

$6,089,937 

$5,001,222 

LIABILITIES  AND  RESERVE  BALANCES 

Reserve  balances: 

Employee  Reserves 

$1,220,852 

$1,113,635 

Annuitant  Reserves 

3,132,680 

2,610,729 

Employer  Reserves 

1,736,405 

1,276,858 

Total  Reserve  balances  (net  assets) 

6,089,937 

5,001,222 

Total  liabilities  and  Reserve  balances 

$6,089,937 

$5,001,222 
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Schedule  Q-l 


UNIFORM  CLERKS  OF  SUPERIOR  COURT  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1982 


1982 

1981 

Employee 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 
Less  Administrative  Expenses 

$ 43,042 

$ 215,378 

$ 293,281 
2,881 

$ 551,701 
2,881 

$ 411,844 
2,334 

Net  Income  for  Year 

43,042 

215,378 

290,400 

548,820 

409,510 

Other  Sources  of  Funds: 
Contributions: 

Employer  Regular 
Employee  Regular 
Employee  Special 

150,473 

16,829 

727,284 

727,284 

150,473 

16,829 

674,480 

139,548 

9,904 

Total  Contributions 

167,302 

727,284 

894,586 

823,932 

Miscellaneous 

75 

75 

100 

Total  Other  Sources 

167,302 

727,359 

894,661 

824,032 

210,344 

215,378 

1,017,759 

1,443,481 

1,233,542 

Other  Uses  of  Funds: 

Retirement  Benefits 

Refunds 

Death  Benefits 

5,129 

296,513 

53,124 

296,513 

5,129 

53,124 

273,943 

6,996 

19,056 

Total  Other  Uses 

5,129 

296,513 

53,124 

354,766 

299,995 

Net  Increase  in  Reserves 

Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

205,215 

(97,998) 

(81,135) 

603,086 

964,635 

(505,088) 

1,088,715 

933,547 

Net  Increase  In  Reserves 

Reserves  - Beginning  of  Year 

107,217 

1,113,635 

521,951 

2,610,729 

459,547 

1,276,858 

1,088,715 

5,001,222 

933,547 

4,067,675 

Reserves  - End  of  Year 

$1,220,852 

$3,132,680 

$1,736,405 

$6,089,937 

$5,001,222 
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Schedule  Q-2 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  CLERKS  OF  SUPERIOR  COURT 

RETIREMENT  SYSTEM 

As  of  December  31,  1981 


ASSETS 


Present  assets  of  system  creditable  to: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State  to  the  Pension  Accumulation 
Fund: 

Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  past  and  future  contributions  by  members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of  beneficiaries  or  their  dependents  now 
drawing  allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active  members  to  be  paid  by  contributions 
of  the  State  into  the  Pension  Accumulation  Fund 

Reserve  for  4%  increase  in  retirement  allowances  effective  July  1,  1983 

Total  liabilities 


George  B.  Buck  Consulting  Actuaries,  Inc. 


$ 1,113,635 
3,887,587 

$ 5,001,222 

1,903,820 


$ 4,753,199 
4,239,666 
8,992,865 
$15,897,907 


$ 3,017,455 
2,514,322 

10,269,723 

96,407 

$15,897,907 
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Exhibit  R 


NORTH  CAROLINA  LEGISLATIVE  RETIREMENT  FUND 
STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1982  and  1981 

1982  1981 


ASSETS 

Cash  on  deposit  with  State  Treasurer  $61,849  $41,866 

Receivables: 

Interest  Receivable  622  -0- 

Total  assets  $62,471  $41,866 


LIABILITIES,  RESERVE  AND  FUND  BALANCE 

Liabilities  $ -0-  $ -0- 


Reserve  for  contributions  39,731  40,056 

Fund  balance  22,740  1,810 

Total  liabilities,  reserve  and  fund  balance  $62,471  $41,866 
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Schedule  R-l 

NORTH  CAROLINA  LEGISLATIVE  RETIREMENT  FUND 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1982 


1982  1981 


Employee 

Reserves 

Annuitant 

Reserves 

Employer 

Reserves 

Total 

Fund 

Total 

Fund 

Income  from  Investment  Funds 

Less  Administrative  Expenses 

$ 1,570 

$ -0- 

$ 20,084 
600 

$ 21,654 
600 

$ 1,619 
600 

Net  Income  for  Year 

1,570 

19,484 

21,054 

1,019 

Other  Sources  of  Funds: 

Contributions: 

Employer  Special 

Employee  Special 

1,369 

99,164 

99,164 

1,369 

91,629 

1,924 

Total  Contributions 

1,369 

99,164 

100,533 

93,553 

2,939 

118,648 

121,587 

94,572 

Other  Uses  of  Funds: 

Retirement  Benefits 

Refunds 

Miscellaneous 

657 

100,325 

100,325 

657 

-0- 

95,700 

1,254 

1,619 

Total  Other  Uses 

657 

100,325 

100,982 

98,573 

Net  Increase  in  Reserves  Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

2,282 

(2,607) 

(100,325) 

100,325 

118,648 

(97,718) 

20,605 

(4,001) 

Net  Increase  in  Reserves 

Reserves  - Beginning  of  Year 

(325) 

40,056 

20,930 

1,810 

20,605 

41,866 

(4,001) 

45,867 

Reserves  - End  of  Year 

$39,731 

$ -0- 

$ 22,740 

$ 62,471 

$41,866 
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Exhibit  S 


NORTH  CAROLINA  EMPLOYEE  DISARILITY  FUND 
STATEMENT  OF  ASSETS,  LIARILITIES  AND  RESERVE  RALANCES 

As  of  December  31,  1982  and  1981 


1982 


ASSETS 

Cash  on  deposit  with  State  Treasurer  $ 1,216,280 

Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost  10,737,595 

Equity  Investment  Fund  - at  cost  -0- 

10,737,595 

Receivables: 

Accrued  interest  receivable  13,928 

Due  from  beneficiaries  for  overpayment  243,395 

257,323 

Total  assets  $12,211,198 

LIARILITIES  AND  RESERVE  BALANCES 


Current  liabilities: 

Accounts  payable  $ 63,426 

Reserve  balances: 

Annuitant  Reserves  9,420,759 

Employer  Reserves  2,727,013 

Total  Reserve  balances  (net  assets)  12,147,772 

Total  liabilities  and  Reserves  $12,211,198 


1981 


$ 1,365,081 


11,792,050 

-0- 

11,792,050 


16,145 

168,912 

185,057 

$13,342,188 


$ -0- 


8,483,697 

4,858,491 

13,342,188 

$13,342,188 
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Schedule  S-l 

NORTH  CAROLINA  EMPLOYEE  DISABILITY  FUND 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1982 


1982 

1981 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 

Less  Administrative  Expenses 

$ 537,134 

132,782 

$ 692,025 

$ 1,229,159 
132,782 

$ 1,251,408 
64,156 

Net  Income  for  Year 

404,352 

692,025 

1,096,377 

1,187,252 

Other  Sources  of  Funds: 

Employer  Contributions 

46,183 

46,183 

Total  Other  Sources 

46,183 

46,183 

404,352 

738,208 

1,142,560 

1,187,252 

Other  Uses  of  Funds: 

Benefit  Payments 

Social  Security  Matching 

2,313,594 

23,382 

2,313,594 

23,382 

2,102,477 

Total  Other  Uses 

2,336,976 

2,336,976 

2,102,477 

Net  increases  in  Reserves  Before  Intra-fund 
Transfers 

Transfers  to  Annuitant  Reserve 

(1,932,624) 

2,869,686 

738,208 

(2,869,686) 

(1,194,416) 

(915,225) 

Net  Increase  In  Reserves 

Reserves  - Beginning  of  Year 

937,062 

8,483,697 

(2,131,478) 

4,858,491 

(1,194,416) 

13,342,188 

(915,225) 

14,257,413 

Reserves  - End  of  Year 

$ 9,420,759 

$2,727,013 

$12,147,772 

$13,342,188 
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Schedule  S-2 


VALUATION  BALANCE  SHEET 
ASSETS  AND  LIABILITIES  OF  THE 
DISABILITY  SALARY  CONTINUATION  PLAN 

As  of  December  31,  1981 

ASSETS 


Present  assets 

Present  value  of  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  reported  and  approved  claim  liabilities 

Present  value  of  pending  claim  liabilities 

Present  value  of  incurred  but  unreported 
claim  liabilities 

Total  claim  liabilities 

Reserve  against  future  employer  contributions 

Total  liabilities 

George  B.  Buck  Consulting  Actuaries,  Inc. 


$13,342,188 

-0- 

$13,342,188 

$ 5,561,257 
2,448,971 

473,469 

$ 8,483,697 

4,858,491 

$13,342,188 
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Exhibit  T 

NORTH  CAROLINA  PUBLIC  EMPLOYEES’  SOCIAL  SECURITY  AGENCY 
STATEMENT  OF  ASSETS  AND  LIABILITIES 

As  of  December  31,  1982  and  1981 


1982 

1981 

ASSETS 

Cash  on  deposit  with  State  Treasurer 

$ 1,143,595 

$ 1,115,111 

Total  assets 

$ 1,143,595 

$ 1,115,111 

- 

LIABILITIES 

Advance  payments  by  participating  units 
Reserve  for  remittance  discrepancies  and 

$ 1,124,847 

$ 1,096,278 

settlement  contingencies 

18,748 

18,833 

Total  liabilities 

$ 1,143,595 

$ 1,115,111 

STATEMENT  OF  RECEIPTS  AND  EXPENDITURES 

For  the  Years  Ended  December  31,  1982  and  1981 

Schedule 

1982 

1981 

Additions: 

Contributions  deducted  from  payroll  and  employer  matching 
Total  additions 

$568,212,264 

568,212,264 

$528,406,020 

528,406,020 

Deductions: 

Payments  to  United  States  Treasurer 

Refunds  to  member  units 

Total  deductions 

568,117,313 

66,467 

568,183,780 

528,597,085 

135,548 

528,732,633 

Net  additions 

Cash  on  deposit  with  State  Treasurer  at  January  1 

Cash  on  deposit  with  State  Treasurer  at  December  31 

28,484 
1,115,111 
$ 1,143,595 

(326,613) 
1,441,724 
$ 1,115,111 
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Exhibit  U 


TEACHERS’  AND  STATE  EMPLOYEES’  BENEFIT  TRUST 
STATEMENT  OF  ASSETS,  LIABILITIES  AND  FUND  BALANCE 

As  of  December  31,  1982  and  1981 


1982 


ASSETS 

Cash  on  deposit  with  State  Treasurer 

Receivables: 

Accounts  receivable 
Interest  receivable 


Current  liabilities: 

Accounts  payable 

Reserve  balances: 

Employer  Reserves 

Total  Reserve  balances  (net  assets) 
Total  liabilities  and  Reserve  balances 


$ 1,393,091 


712,092 

12,569 

724,661 


amortized  cost  8,859,510 

-0- 

8,859,510 

$10,977,262 


$ 950,992 


10,026,270 

10,026,270 

$10,977,262 


Investments: 

Long-term  Fixed  Income  Investment  Fund  - at 
Equity  Investment  Fund  - at  cost 

Total  assets 

LIABILITIES  AND  RESERVE  BALANCE 


1981 


$ 972,026 


693,095 

12,157 

705,252 


6,051,626 

-0- 

6,051,626 

$7,728,904 


$ 763,734 


6,965,170 

6,965,170 

$7,728,904 
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Schedule  U-l 

TEACHERS’  AND  STATE  EMPLOYEES’  BENEFIT  TRUST 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1982 


1982 

1981 

Employer 

Total 

Total 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 

Less  Administrative  Expenses 

Net  Income  for  Year 

$ 846,472 

39,100 

807,372 

$ 846,472 

39,100 

807,372 

$ 645,685 
39,000 

606,685 

Other  Sources  of  Funds: 
Contributions: 

Employer  Regular 

Total  Contributions 

7,950,875 

7,950,875 

8,758,247 

7,950,875 

7,950,875 

8,758,247 

8,267,431 

8,267,431 

8,874,116 

Other  Uses  of  Funds: 

Death  Benefits 

Total  Other  Uses 

5,697,147 

5,697,147 

5,697,147 

5,697,147 

6,813,423 

6,813,423 

Net  Increase  In  Reserves 

Reserves  - Beginning  of  Year 

3,061,100 

6,965,170 

3,061,100 

6,965,170 

2,060,693 

4,904,477 

Reserves  - End  of  Year 

$10,026,270 

$10,026,270 

$6,965,170 
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Exhibit  V 

ESCHEAT  FUND 

COMPARATIVE  BALANCE  SHEET 

June  30,  1983  and  1982 


1983 


ASSETS 


Cash  in  Short-Term  Investment  Fund  $ 2,317,194 

Investments  - net  book  value  23,905,670 

Accrued  interest  receivable  192,533 

Student  loan  defaults  47,124 

Total  $26,462,521 


LIABILITIES  AND  FUND  EQUITY 


Due  to  State  Educational  Assistance  Authority  - net  income  $ 2,215,296 


Fund  equity  (See  Note): 

Fund  balance  - principal: 

Reserved  for  refunds  4,851,630 

Current  years  escheats  1,826,480 

Dedicated  to  State  Educational  Assistance  Authority 

Revenue  Bond  Indenture  17,569,115 

Total  fund  equity  24,247,225 

Total  liabilities  and  fund  equity  $26,462,521 


1982 


$ 411,559 

23,844,995 
185,946 
51,947 

$24,494,447 


$ 1,970,478 


4,891,681 

1,470,794 

16,161,494 

22,523,969 

$24,494,447 


NOTE  1 Effective  January  1,  1981,  the  law  controlling  the  Escheat  Fund  was 
amended  and  recodified  as  Chapter  116B  of  the  North  Carolina  General 
Statutes.  Among  other  changes  made  were  changes  which  directly  affect 
the  proper  accounting  and  reporting  of  Fund  Balance  - Principal.  Effec- 


tively the  amendments  limited  refunds  to  an  amount  determined  by  the  Statutes  as  of 
January  1 of  each  year  plus  any  amounts  received  during  the  year  from  escheats.  The 
remaining  balance  at  January  1 is  automatically  dedicated  to  the  revenue  bond  inden- 
ture. 
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Schedule  V-l 

ESCHEAT  FUND 

COMPARATIVE  STATEMENT  OF  CHANGES  IN  FUND  BALANCE* 

June  30,  1983  and  1982 


1983 

1982 

Beginning  fund  balance  - July  1 

$22,523,969 

$20,718,808 

Additions: 

Funds  escheated: 

Estates  and  trusts  ' 

Clerks  of  State  courts 

State  and  federal  banks 

Savings  and  loan  associations,  credit  unions  and  associations 
Insurance  companies 

Public  utilities,  membership  corporations 

State  and  governmental  agencies 

Other  businesses 

Total  funds  escheated  during  year 

Total  Beginning  Fund  Balance  and  Additions 

44,378 

163,741 

811,480 

140,985 

150,776 

128,071 

311,108 

267,344 

2,017,883 

$24,541,852 

87,517 

145,920 

503,746 

314,874 

301,774 

9,797 

384,023 

289,846 

2,037,497 

$22,756,305 

Deductions: 

Refunds  of  escheats 

Ending  Fund  Balance  - June  30 

294,627 

$24,247,225 

232,336 

$22,523,969 

'Reserve  for  Escheats  subject  to  refund. 

ESCHEAT  FUND 

COMPARATIVE  INCOME  STATEMENT 

June  30,  1983  and  1982 

Schedule  V-2 

1983 

1982 

Investment  income 

$ 2,323,059 

$ 2,069,360 

Less:  Administrative  expenses 

Net  income  - transferred  to  State  Education  Assistance  Authority 

(107,763) 

$ 2,215,296 

(98,882) 

$ 1,970,478 
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DEPARTMENT  OPERATING  BUDGET 

Fiscal  Year  1982-83 


Exhibit  W 


General  Fund  Total  Total 


Division 

Appropriation 

Receipts 

Requirements 

Expended 

Unexpended 

Administrative  Services: 

General  Administration 

$ 352,266 

$ - 

$ 352,266 

$336,271 

$ 15,995 

Escheat  Fund 

— 

115,509 

115,509 

107,763 

7,746 

Word  Processing 

— 

218,290 

218,290 

174,945 

43,345 

Data  Processing 

— 

905,148 

905,148 

812,738 

92,410 

Total  Division 

352,266 

1,238,947 

1,591,213 

1,431,717 

159,496 

Investment  and  Banking: 

Investment  Management 

— 

1,014,223 

1,014,223 

862,265 

151,958 

Banking  Operations 

539,226 

93,521 

632,747 

587,872 

44,875 

Total  Division 

539,226 

1,107,744 

1,646,970 

1,450,137 

196,833 

State  and  Local  Government  Finance: 

Total  Division 

730,176 

256,288 

986,464 

882,794 

103,670 

Retirement  and  Health  Benefits: 

Retirement  Operations 

— 

2,661,597 

2,661,597 

2,474,571 

187,026 

Health  Benefits 

— 

152,996 

152,996 

131,792 

21,204 

Social  Security 

— 

145,086 

145,086 

128,400 

16,686 

Total  Division 

— 

2,959,679 

2,959,679 

2,734,763 

224,916 

Reserves  and  Transfers 

11,390 

88,513 

99,903 

99,903 

Total  Operating  Budget 

$1,633,058 

$5,651,171 

$7,284,229 

$6,499,411 

$784,818 
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The  Department  of  State  Treasurer  has  printed  1,400  copies  of  this  public  document  at  a cost  of  $2,700, 
or  $1.93  per  copy.  If  you  do  not  wish  to  remain  on  the  mailing  list  to  receive  this  publication,  please  com- 
plete the  section  below  and  mail  immediately  to: 

Harlan  E.  Boyles 
Treasurer,  State  of  North  Carolina 
325  North  Salisbury  Street 
Raleigh,  North  Carolina  27611 


TEAR  HERE 


Please  discontinue  sending  the  “Annual  Report”  of  the  State  Treasurer  of  North 
Carolina  to:  (please  print  or  type  name  and  address) 
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